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DEPARTMENT  OF  ENERGY 
Economic  Regulatory  Administration 
10  CFR  Parts  205, 211,  and  212 
I  Docket  No.  ERA-R-77-9] 

Petroleum  Allocation  Regulations; 
Revision  for  Propane  and  Other 
Natural  Gas  Liquids 

agency:  Department  of  Energy. 
Economic  Regulatory  Administration. 
action:  Final  rule  and  request  for 
comments. 

summary:  The  Economic  Regulatory 
Administration  (ERA)  of  the  Department 
of  Energy  (DOE)  consolidates  and 
revises  its  petroleum  allocation 
regulations  with  respect  to  propane, 
butane  and  the  other  allocated  natural 
gas  liquid  products,  including  the 
propane  content  of  ethane-propane 
mixtures.  As  part  of  the  revision,  the 
ERA  has  removed  all  limitations  on  the 
use  and  inventory  accumulation  of 
imported  propane  and  butane,  and  on 
ethane-propane  mixtures.  Other  changes 
include  general  waivers  of  the  use 
limitations  on  domestically  produced 
surplus  product. 

The  ERA  also  amends  its  regulations 
to  require  separate  pricing  for  sales  of 
imported  allocated  natural  gas  liquid 
products  and  unfractionated  natural  gas 
liquid  mixtures  designated  for  industrial 
use,  gas  utility  use,  gas  transmission 
company  use.  or  synthetic  natural  gas 
feedstock  or  enrichment  use  in  excess  of 
the  users'  base  period  uses. 
dates:  Effective  on  January  1. 1980. 
addresses:  All  comments  to  Public 
Hearing  Management  Docket  No.  ERA- 
R-77-9,  Department  of  Energy.  Room 
2313.  2000  M  Street,  N.W.,  Washington. 

D  C.  20461. 

FOR  FURTHER  INFORMATION  CONTACT: 

William  Webb  (Office  of  Public  Information). 
Economic  Regulatory  Administration,  2000 
M  Street.  NW.,  Room  B-110.  Washington. 

D.C.  20461.  (202)  634-5170. 

Robert  A.  Reinstein  (Regulations  and 
Emergency  Planning).  Economic  Regulatory 
Administration.  2000  M  Street,  NW.,  Room 
8222.  Washington.  D.C.  20461.  (202)  632- 
8494. 

Bruce  Starnes  (Petroleum  Operations), 
Economic  Regulatory  Administration,  2000 
M  Street,  NW.  Room  6318,  Washington, 

D.C.  20461.  (202)  254-6030. 

Joel  M.  Yudson  (Office  of  the  General 
Counsel),  Department  of  Energy,  1000 
Independence  Avenue,  SW..  Room  6A-127. 
Washington.  D.C.  20585,  (202)  252-6744. 
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B-P  mixture — butane-propane  mixture. 

DOE — Department  of  Energy. 

DOE  Act — Department  of  Energy 
Organization  Act,  Pub.  L.  95-91. 

E-P  mixture — Ethane-propane  mixture. 

EPAA — Emergency  Petroleum  Allocation  Act 
of  1973,  Pub.  L.  93-159,  as  amended. 

EPCA — Energy  Policy  and  Conservation  Act 
Pub.  L.  94-163. 

ERA — Economic  Regulatory  Administration. 
FEA — Federal  Energy  Administration. 

FERC — Federal  Energy  Regulatory 

Commission. 

Gas  Utility  Guidelines — Guidelines  for  the 
Allocation  of  Propane  and  Other  NGLs  for 
Gas  Utility  and  Gas  Transmission 
Company  Use.  ..  * 

GPA — Gas  Processors  Association, 
mcf — thousand  cubic  feet. 

NGL — natural  gas  liquid. 

Secretary — Secretary  of  Energy. 

SNG — synthetic  natural  gas. 

I.  Background 

A.  FEA  Proposal 

On  August  12, 1977,  the  FEA,  a 
predecessor  of  the  DOE,  proposed  a 
revision  of  10  CFR  Parts  205,  211,  and 
212  dealing  with  the  allocation  of 
propane,  butane  and  the  other  natural 
gas  liquid  products  (42  FR  41242,  August 
15, 1977).  A  public  hearing  was  held  by 
FEA  in  Washington  on  the  proposal  on 


September  12  and  13. 1977.  Numerous 
written  comments  were  received  from 
all  segments  of  the  industry,  including 
large  and  small  suppliers,  refiners,  gas 
producers  and  a  variety  of  ultimate 
users  of  the  affected  products,  6uch  as 
petrochemical  companies  and  gas 
utilities. 

The  proposal  was  part  of  FEA’s 
overall  review  of  its  allocation  policy 
toward  natural  gas  liquid  products. 
Written  comments  were  also  received 
and  a  separate  hearing  was  held  on 
September  6, 1977  regarding  FEA’s  July 
26, 1977  Gas  Utility  Guidelines  (42  FR 
38553,  July  29, 1977)  which  were  adopted 
on  an  emergency  basis  to  allow  action 
to  be  taken  on  then  pending 
applications. 

B.  ERA  and  FERC  Consideration 

On  October  1, 1977,  under  the  DOE 
Act  and  Executive  Order  12009  (42  FR 
46267,  September  15, 1977),  the  Secretary 
assumed  most  of  the  functions  of  the 
FEA,  including  the  responsibility  for 
administering  the  petroleum  allocation 
and  price  regulations  promulgated  by 
FEA  under  the  authority  of  the  EPAA. 
The  Administrator  of  the  ERA  has  been 
delegated  by  the  Secretary  the  authority 
to  promulgate  regulations  under  the 
EPAA. 

The  proposal,  and,  subsequently,  a 
draft  of  a  final  rule  were  sent  by  ERA  to 
the  FERC  for  its  review  under  section 
404(a)  of  the  DOE  Act  which  provides  in 
part: 

If  the  Commission,  in  its  discretion, 
determines  *  *  *  that  the  proposed  action 
may  significantly  affect  any  function  of  the 
Commission  pursuant  to  section  402(a)(1),  (b) 
and  (c)(1),  the  Secretary  shall  immediately 
refer  the  matter  to  the  Commission,  which 
shall  provide  an  opportunity  for  public 
comment. 

In  accordance  with  section  404(b), 
following  the  public  comment  period 
and  after  consultation  with  the 
Secretary,  the  FERC  may  either:  (1) 
Concur  in  the  adoption  of  the  rule  as 
proposed,  (2)  concur  in  the  adoption  of 
the  rule  only  with  any  changes  the  FERC 
recommends,  or  (3)  recommend  that  the 
rule  not  be  adopted.  The  FERC’s  action 
is  required  to  be  published  along  with 
an  explanation  of  the  reasons  for  its 
action.  Subsection  (c)  of  section  404 
states  that  the  Secretary  shall  then  have 
the  option  of:  (1)  Issuing  the  rule  (if  the 
FERC  has  concurred),  (2)  issuing  the  rule 
with  any  changes  recommended  by  the 
FERC  or  (3)  ordering  that  the  rule  not  be 
issued. 

On  August  9, 1978,  the  FERC.  in  the 
exercise  of  its  discretion  under  section 
404  of  the  DOE  Act,  determined  that 
ERA'S  proposed  final  rule  may 
significantly  affect  various  of  its 
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statutory  functions  prescribed  under 
section  402  of  the  DOE  Act.  In  notifying 
the  Secretary  of  its  determination,  the 
FERC  stated: 

One  of  the  purposes  for  the  creation  of  the 
Department  of  Energy  was  “*  *  *  to  provide 
for  a  mechanism  through  which  a  coordinated 
national  energy  policy  can  be  formulated  and 
implemented  *  *  *”  (section  102(3)).  The 
Commission  views  its  authority  to  review 
rules  proposed  to  be  promulgated  by  the 
Department  under  section  404  as  an 
important  part  of  that  mechanism. 

We  recognize  that  a  considerable  amount 
of  time  has  passed  since  the  Commission  was 
preliminarily  advised  of  the  proposed  rule.  In 
the  interval,  there  have  been  various 
discussions  and  drafts  exchanged  between 
your  staff  and  ours.  Although  the  Commission 
is  reluctant  to  delay  further  a  conclusion  on 
the  rule,  we  deem  it  essential  to  make  use  of 
the  mechanism  provided  by  the  DOE  Act  to 
coordinate  more  precisely  our  policies  in  this 
area.  This  is  particularly  important  in  view  of 
a  variety  of  sophisticated  relationships 
between  the  natural  gas  market  and  the 
natural  gas  liquids  markets. 

Illustratively,  natural  gas  liquids  have  been 
explicitly  treated,  pver  a  number  of  years,  as 
an  issue  in  setting  producer  rates  and  in 
setting  pipeline  rates  and  charges.  There  are 
also  considerations  in  relation  to  curtailment 
and  synthetic  natural  gas  feedstock. 
Moreover,  the  vesting  of  oil  pipeline  rate 
jurisdiction  adds  new  responsibilities  to  this 
agency  with  regard  to  natural  gas  liquids. 

The  regulation  of  propane  and  natural  gas 
liquids  pursuant  to  the  Emergency  Petroleum 
Allocation  Act  is  very  closely  related  to 
regulatory  responsibilities  vested  in  this 
Commission  by  section  402  (a)(1)  and  (b)  of 
the  DOE  Act. 

The  FERC  requested  public  comments 
(43  FR  36264,  August  16,  1978)  on 
whether  and  in  what  respect  ERA’S 
proposed  final  rule  may  affect  the 
FERC’s  functions  under  section  402 
(a)(1),  (b),  or  (c)(1)  of  the  DOE  Act. 

Specifically,  the  FERC  requested 
comments  from  parties  who  previously 
filed  comments  in  response  to  FEA’s 
proposals  and  had  additional  comments 
due  to  variations  in  the  proposed  final 
rule  (which  was  published  as  an 
appendix  to  the  FERC  notice)  or  as  to 
changed  conditions.  The  FERC  also 
requested  that  comments  focus  on  the 
following  questions: 

(a)  Whether  the  proposal  would  be 
consistent  with  a  proposed  regulation  which 
the  Commission  intends  to  issue  shortly 
relating  to  emergency  natural  gas  purchases, 
as  to  ERA’S  proposed: 

(1)  Definition  of  “process  use”,  and 

(2)  Method  of  agency  purchase. 

(b)  Whether  ERA'S  proposed  final  rule 
should  provide  a  revised  base  period. 

(c)  Whether,  if  the  natural  gas  liquids 
market  is  expected  to  be  in  a  surplus 
condition,  allocation,  and  pricing  regulations 
should  be  maintained  on  other  than  a 
standby  basis. 


(d)  Whether  there  is  a  valid  distinction  that 
should  be  made  in  pricing  policies  as  to 
Canadian  and  non-Canadian  imports  and 
assuming  such  a  distinction,  how  the 
incremental  pricing  rule  would  affect 
distribution  companies'  ability  to  serve  their 
customers  and  State  commissions'  ability  to 
regulate  such  service. 

(e)  Whether  the  draft  final  rule,  in  the 
opinion  of  the  management  of  firms  which 
will  have  to  utilize  it,  creates  a  system  that  is 
clear,  responsive  to  the  comments  submitted 
to  FEA,  and  workable  under  present  and 
foreseeable  conditions. 

(f)  What  implications  the  draft  final  rule 
may  have  for  the  Commission’s  exercise  of  its 
responsibility  to  set  oil  pipeline  rates  under 
the  DOE  Act. 

The  FERC  held  a  public  hearing  on 
these  and  other  issues  on  September  22, 
1978  and  afterwards  the  ERA  and  FERC 
staffs  consulted  informally.  On  May  22, 
1979,  the  ERA  Administrator  sent  a 
letter  to  the  FERC  containing  suggested 
modifications  to  the  proposed  final  rule 
that  attempted  to  respond  to  FERC 
concerns  about  the  treatment  of  natural 
gas  utilities. 

On  June  19, 1979,  the  FERC  notified 
the  ERA  that  the  suggested  changes 
satisfactorily  addressed  the  FERC’s 
concern  regarding  the  treatment  of 
natural  gas  utilities  and  that  the  FERC 
concurred  in  the  adoption  of  the 
proposed  final  rule  with  the  suggested 
changes.  The  formal  FERC 
recommendations  have  been  published 
(44  FR  40321,  July  10, 1979)  together  with 
an  analysis  of  the  comments  received  by 
the  FERC  and  the  reasons  for  its 
concurrence.  That  document  is 
incorporated  herein  by  reference. 

In  accordance  with  section  404(c)  of 
the  DOE  Act,  the  ERA  is  today  issuing  a 
rule  with  the  changes  recommended  by 
the  FERC.  Conforming  changes  to  the 
proposed  final  rule  have  been  made 
where  necessary  to  be  consistant  with 
the  FERC  recommendations. 

The  remainder  of  this  preamble 
consist  generally  of  the  preamble  to  the 
proposed  final  rule  that  was  published 
by  the  FERC  on  August  16, 1978, 
together  with  an  updated  description  of 
the  amendments  actually  adopted. 

II.  Amendments  Adopted 

A.  New  Subpart  D 

FEA  proposed  to  replace  Subparts  D 
and  E  of  Part  211,  pertaining  to  propane, 
butane  and  natural  gasoline,  with  a  new 
Subpart  D  entitled  Natural  Gas  Liquids 
( NGLs) .  It  was  FEA’s  belief  that 
allocation  rules  relating  to  all  “allocated 
natural  gas  liquid  products,”  the 
definition  of  which  is  set  forth  herein, 
should  appear  in  one  subpart  that  would 
also  contain  the  use  restrictions  and 
provisions  regarding  imports  previously 
contained  in  sections  211.10(g)  and 


211.12(g),  respectively.  The  comments 
supported  this  format  change. 
Accordingly,  we  are  adopting  a  new 
Subpart  D  substantially  as  proposed, 
containing  separate  sections  as  to 
"Scope"  (§  211.81),  "Definitions” 

(§  211.82),  "Allocation  levels"  (§  211.83), 
"Adjustments  and  assignments" 

(§  211.84),  "Supplier/purchaser 
relationships"  (§  211.85),  "Method  of 
allocation"  (§  211.86),  "Special 
limitations"  (§  211.87),  "Importers  of 
allocated  natural  gas  liquid  products” 

(§  211.88),  and  “Procedures  and 
reporting  requirements"  (§  211.89),  all  of 
which  are  subject  to  the  general 
provisions  of  Subpart  A  except  where 
specifically  noted.  Conforming 
amendments  to  Subpart  A  are  also 
adopted,  as  explained  herein.  The 
guidelines  for  the  allocation  of  propane 
and  other  NGL’s  for  gas  utility  use  in 
propane-air  peak  shaving  plants  are  not 
being  republished  at  this  time  because 
the  generally  improved  natural  gas 
supply  situation  has  reduced  the 
expected  demand  for  propane  for  gas 
utility  use.  If  circumstances  should 
warrant,  ERA  will  reevaluate  the  need 
for  guidelines. 

B.  Scope  and  Definitions  (%  211.81, 

§  211.82,  and  §  211.51)  Proposal 

As  proposed,  the  new  subpart  would 
have  provided  for  the  mandatory 
allocation,  as  separate  products  with 
separate  allocation  entitlements,  of  all 
commercial  propane,  propane  HD-5, 
commercial  butane,  normal  butane, 
isobutane,  commercial  B-P  mixture, 
commercial  grade  natural  gasoline,  all 
unfractionated  NGL  mixtures,  and  (if 
greater  than  10  percent  by  weight)  the 
propane,  butane,  and  natural  gasoline 
content  of  all  fractionated  NGL  mixtures 
produced  in  or  imported  into  the  United 
States.  The  exclusions  set  forth  were  (1) 
bottled  propane  or  butane  and  (2)  the 
propane  or  butane  content  of  refinery 
gas  used  for  refinery  fuel  purposes.  Such 
allocated  products  would  have  been 
defined  collectively  in  §  211.51,  by  the 
term  “allocated  natural  gas  liquid 
products.”  The  new  subpart  was 
proposed  to  be  applicable  to  all 
suppliers,  including  producers,  and 
purchasers  of  allocated  natural  gas 
liquid  products,  derived  from  any 
source,  including  both  refineries  and  gas 
processing  plants. 

The  definition  of  propane  set  forth  in 
§  211.51  which  encompassed  mixtures 
containing  ten  percent  or  more  of  the 
chemical  CaHg  by  weight  was  proposed 
to  be  amended  to  mean  a  normally 
gaseous  paraffinic  compound  whose 
chemical  composition  is  predominantly 
C3H»,  including  all  products  which  meet 
GPA  specifications  for  commerical 
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propane  and  propane  HD-5.  Similarly 
the  definition  of  butane  was  proposed  to 
be  amended  to  mean  a  normally  gaseous 
paraffinic  compound  whose  chemical 
composition  is  predominantly  C4Hi0, 
including  normal  and  isobutane  and 
mixtures  of  these  two  isomers,  and  all 
products  which  meet  GPA  specifications 
for  commerical  butane.  The  proposal 
went  on  to  define  further  commerical 
propane,  propane  HD-5,  normal  butane, 
isobutane,  and  commerical  butane,  as 
well  as  commercial  natural  gasoline  and 
commercial  butane-propane  mixture.  In 
such  a  manner,  FEA  proposed  to 
allocate  distinct  specification  grade 
products  recognized  by  the  marketplace. 
Under  FEA’s  proposal,  purchasers  of 
specification  grade  allocated  natural  gas 
liquid  products  would  have  been 
entitled  to  allocations  based  on  their 
base  period  use  of  each  such  product. 
Unfractionated  NGL  mixtures  would 
also  have  been  allocated  as  a  separate 
product.  Furthermore,  FEA  indicated 
that  the  ethane  portion  of  fractionated 
mixtures  would  no  longer  be  indirectly 
included  under  the  allocation 
regulations  because  of  the  changed 
definitions  of  propane  and  butane. 

Separate  Products 

The  comments  to  FEA  supported 
amending  the  definitions  of  propane  and 
butane,  but  the  general  consensus 
among  suppliers  and  purchasers  was 
that,  at  this  late  date,  it  was 
unnecessary  to  allocate  separately  each 
grade  of  propane  or  isomer  of  butane.  It 
was  stated  that  the  NGL  industry  has 
been  able  to  function  efficiently  using 
the  allocation  categories  of  propane  and 
butane.  Furthermore,  for  particular  uses 
certain  products,  such  as  commerical 
propane  and  propane  HD-5,  may  be 
interchangeable.  In  addition  to 
complicating  the  regulations,  it  was 
pointed  out  that  many  suppliers  did  not 
keept  such  records  and  would  be  unable 
to  determine  the  volumes  of  particular 
grades  of  product  supplied  during  the 
base  period  year.  It  was  further  stated 
that  state  energy  offices  could  have 
difficulty  administering  more  than  one 
state  set-aside  for  propane  and  - 
responding  quickly  if  suppliers  had  to 
apportion  separate  amounts  of 
commerical  propane  and  propane  HD-5 
in  distinct  set-asides. 

We  consider  these  criticisms  to  have 
substantial  merit  and  are  adopting 
revised  definitions  of  propane  and 
butane  as  proposed,  but  are  not 
providing  for  allocation  as  separate 
products  of  each  of  the  various  grades  of 
propane  or  isomers  of  butane.  The  new 
definitions  of  propane  and  butane 
conform  to  industry  usage  of  these 
terms. 


The  new  subpart  provides  for  the 
separate  allocation  of  propane,  butane 
and  natural  gasoline.  If  greater  than  ten 
percent  by  weight,  the  propane,  butane 
or  natural  gasoline  portion  of 
fractionated  NGL  mixtures  will  also  be 
allocated  as  propane,  butane  or  natural 
gasoline,  respectively  (except  for  the 
propane  content  of  certain  ethane- 
propane  mixtures  described  herein).  In 
this  context,  the  term  "allocated  natural 
gas  liquid  products”  is  being  defined  as 
commerical  propane,  propane  HD-5, 
commerical  butane,  normal  butane, 
isobutane,  commerical  B-P  mixture, 
commerical  grade  natural  gasoline  and, 
if  greater  than  10  percent  by  weight,  the 
propane,  butane,  or  natural  gasoline 
content  of  all  fractionated  mixtures  of 
natural  gas  liquids.  Although  the  phrase 
"natural  gas  liquid"  is  used,  we  clearly 
intend  that  allocation  extends  to  such 
product  produced  in  refineries.  The 
definition  of  "fractionated"  is  adopted 
from  the  proposal  to  mean  separated 
into  components  by  partial  or  complete 
fractional  distillation  of  natural  gas 
liquid  mixtures.  Once  having  been  so 
separated,  each  component,  including 
the  residuum  of  partially  separated 
mixtures,  shall  be  considered 
fractionated  regardless  of  subsequent 
mixing  or  commingling.  The  products 
allocated  will  be  propane,  butane  and 
natural  gasoline  and  not  the  different 
grades  of  each. 

Unfractionated  Mixtures 

Comment  was  also  received  regarding 
FEA's  proposal  to  allocate 
unfractionated  mixtures  as  a  separate 
product.  Commenters  stated  that  the 
proposal  did  not  properly  account  for 
the  changing  composition  of 
unfractionated  mixtures.  It  was  also 
pointed  out  that  the  propane  and  butane 
content  of  natural  gas  liquids  has  been 
explicity  excluded,  in  §§  211.81(b)  and 
211.91(b)  respectively,  from  mandatory 
allocation  under  subparts  D  and  E. 

While  the  distinction  between 
fractionated  and  unfractionated  was  not 
expressly  enunciated,  FEA  made  clear 
in  the  past  (at  39  FR  44405,  December  24, 
1974)  that  although  the  propane  and 
butane  content  of  natural  gas  liquids 
was  subject  to  use  restrictions  contained 
in  §  211.10(g)(8),  such  liquids  themselves 
were  not  at  that  time  subject  to 
allocation. 

We  have  reevaluated  FEA’s  proposal 
and  have  concluded  that  it  is  not 
necessary  at  this  time  to  allocate 
unfractionated  mixtures.  The  provisions 
of  subpart  D  will  apply  to 
unfractionated  mixtures  only  in  specific 
situations  described  herein  (see 
discussion  of  §§  211.87  and  211.88(d), 
infra).  By  excluding  unfractionated 


mixtures  from  allocation  and  from  the 
definition  of  allocated  natural  gas  liquid 
products,  supply  obligations  and 
allocation  entitlements  will  not  attach  to 
allocated  natural  gas  liquid  products 
until  partial  or  complete  fractionation 
occurs.  Once  a  mixture  has  been  subject 
to  even  partial  fractionation,  the 
products  removed  and  the  residuum  will 
both  be  subject  to  mandatory  allocation. 
By  adopting  this  rule  we  retain  sufficient 
control  over  the  ultimate  destinations  of 
products  to  ensure  their  equitable 
distribution. 

Ethane-Propane  Mixtures 

We  have  received  considerable 
comment,  both  in  connection  with  this 
rulemaking  and  also  as  the  subject  of 
separate  petitions  for  rulemaking,  that 
there  is  a  need  to  allow  increased 
production  of  E-P  mixtures  since  the 
base  period  to  be  distributed  without 
regulatory  restriction  and  that  the 
proposal  did  not  adequately  account  for 
technical  constraints  relating  to  such 
mixtures. 

E-P  mixtures  are  suitable  as 
petrochemical  feedstocks,  to  a  limited 
degree  for  direct  injection  into  natural 
gas  pipelines,  and  possibly  as  synthetic 
natural  gas  feedstock.  Most  traditional 
users  of  propane,  such  as  residences, 
cannot  use  E-P  mixtures  containing 
predominantly  ethane. 

Historically,  the  design  capability  of 
most  fractionators  required  that  some 
propane  be  removed  when  an  NGL 
mixture  was  deethanized.  A  number  of 
the  older  fractionators  produce  E-P 
mixtures  which  typically  contain  up  to 
thirty  percent  propane  by  liquid  volume 
(thirty-seven  percent  by  weight). 
Economically  and  technically  it  is  not 
feasible  for  the  older  processes  to 
extract  ethane  with  less  accompanying 
propane.  Although  newer  processes 
have  been  developed  (e.g.,  cryogenic) 
which  allow  extraction  of  purer 
mixtures,  containing  lower  percentages 
of  propane,  it  still  takes  significant 
additional  capital  expenditure  to  extract 
an  E-P  mixture  with  less  than  ten 
percent  propane.  In  addition,  propane 
volumes  of  up  to  approximately  twenty 
percent  are  needed  in  E-P  mixtures  to 
accommodate  most  storage  and 
transportation  systems.  The  high  vapor 
pressure  of  nearly  pure  ethane  makes 
transportation  by  pipeline  and  storage 
difficult  and  hazardous. 

Large  volumes  of  E-P  mixtures, 
considered  propane  under  the  previous 
regulations  and  thereby  subject  to  the 
industrial  and  other  use  limitations, 
have  in  the  past  been  forced  to  remain 
unused,  except  where  the  ERA 
limitations  have  been  explicitly  waived. 
The  DOE’s  Task  Force  on  Winter  Energy 
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Emergency  Planning  and  the  Senate 
Subcommittee  on  Intergovernmental 
Relations  of  the  Committee  on 
Governmental  Affairs  ( The  Status  of  the 
Nation ’s  Preparedness  for  the  Winter  of 
1977-78,  October  1977)  also  both 
supported  easing  the  restrictions  on  E-P 
mixtures  to  augment  natural  gas 
supplies  during  winter  months. 

The  proposal,  by  retaining  a  use 
limitation  on  the  propane  content  of  E-P 
mixtures  containing  greater  than  ten 
percent  propane,  would  have  effectively 
prohibited  the  distribution  of  most 
available  E-P  mixtures.  The  intent  of  the 
final  rule  is  to  free  up  possible  surplus 
volumes  of  E-P  mixtures  for  new  use  by 
gas  transmission  companies  and  other 
users,  while  assuring  that  historical  base 
period  purchasers  of  these  mixtures 
have  allocation  entitlements  to  the 
propane  portion  of  the  mixtures.  The 
rule  applies  separately  to  fractionating 
facilities  which  produced  E-P  mixtures 
prior  to  January  1, 1979,  and  to  new  or 
refurbished  facilities  which  began 
operation  after  January  1, 1979.  [In  the 
draft  final  rule  published  by  the  FERC, 
the  cutoff  date  was  January  1, 1978 
rather  than  January  1, 1979.  The  January 
1, 1979  date  we  have  selected  in  this 
final  rule  is  consistent  with  the  FERC 
recommendations  and  updates  the 
earlier  draft.] 

For  facilities  that  produced  E-P 
mixtures  prior  to  January  1, 1979,  the 
final  rule  provides  for  mandatory 
allocation  of  the  propane  portion  of  E-P 
mixtures  produced  at  such  facilities  as  a 
separate  product  to  which  base  period 
purchasers  have  a  separate  allocation 
entitlement,  provided  the  average 
propane  percentage  content  in  1978  did 
not  exceed  30  percent  by  liquid  volume. 
By  separate  allocation  wo  mean  that  a 
propane  supplier  will  not  be  required  to 
include  the  propane  portion  of  E-P 
mixes  as  part  of  its  allocable  supply  of 
propane  but  will  be  required  to  maintain 
a  separate  allocable  supply  of  the  mix  to 
be  supplied  to  historical  purchasers,  if 
any,  of  the  E-P  mix. 

The  rule  allows  the  separate 
allocation  (and  sale  of  surplus  volumes) 
for  the  propane  content  of  any  E-P 
mixture  produced  at  a  fractionating 
facility  of  up  to  the  1978  average 
percentage  propane  content  for  such 
mixtures  at  that  facility,  subject  to  the 
30  percent  limit.  If  the  propane  content 
of  an  E-P  mixture  exceeds  the  1978 
average  percentage  content,  then  those 
propane  volumes  corresponding  to  the 
excess  over  the  1978  average  shall  be 
considered  part  of  the  supplier’s  general 
propane  supply  to  be  distributed  under 
§  211.10. 

For  example,  if  a  fractionating  facility 
produced  E-P  mixtures  in  1978  with  an 


average  propane  content  of  25  percent 
by  liquid  volume,  then  any  E-P  mixtures 
produced  subsequent  to  the  adoption  of 
this  rule  may  be  allocated  separately 
only  to  the  extent  that  their  propane 
content  is  25  percent  or  less.  If  this 
facility  were  to  produce  100,000  barrels 
of  an  E-P  mixture  which  consisted  of 
65,000  barrels  of  ethane  and  35,000 
barrels  of  propane,  then  10,000  barrels  of 
propane  in  this  mixture,  i.e.,  the  excess 
over  25  percent,  would  be  considered 
part  of  the  supplier’s  general  propane 
supply.  From  a  practical  point  of  view,  if 
the  supplier  sold  this  stream  as  is, 
without  further  fractionation  to  remove 
the  excess  propane,  then  a 
corresponding  10,000  barrels  of  propane 
from  another  source  would  have  to  be 
offered  to  base  period  purchasers  in 
accordance  with  10  CFR  §  211.10(g)(5) 
before  the  supplier  could  release  this 
portion  of  the  E-P  mixture  as  surplus  to 
be  purchased  by  the  user  of  the  total 
mixture. 

For  new  or  refurbished  fractionating 
facilities,  which  did  not  produce  E-P 
mixtures  prior  to  1979,  current 
technology  for  ethane  extraction  should 
permit  the  production  of  E-P  mixtures 
containing  no  more  than  20  percent 
propane  by  liquid  volume.  Thus,  the 
final  rule  provides  that  the  volumetric 
percentage  limit  for  propane  to  be 
allocated  separately  in  E-P  mixtures 
from  new  facilities  is  20  percent  by 
liquid  volume,  rather  than  30  percent. 

As  to  E-P  mixtures  produced  prior  to 
January  1, 1979  which  currently  are  in 
inventory,  their  propane  content  may 
also  be  separately  allocated  to  the 
degree  that  it  is  less  than  thirty  percent 
by  liquid  volume. 

Other  Definitions  and  Exclusion 

FEA  proposed  to  amend  certain  other 
definitions.  For  instance,  “plant 
protection  fuel,”  would  have  meant  the 
use  of  allocated  natural  gas  liquid 
products  in  the  minimum  volume 
required  to  prevent  physical  harm  to  the 
plant  facilities  or  danger  to  plant 
personnel.  Under  the  proposal,  allocated 
natural  gas  liquid  products  would  not 
have  been  considered  plant  protection 
fuel  if  an  alternate  fuel  capability  is  in 
place  for  a  fuel  other  than  allocated 
natural  gas  liquid  products  or  natural 
gas  and  can  be  operated  on  a  continuing 
basis.  Comments  indicated  that, 
notwithstanding  the  physical  capability 
of  a  plant  to  use  an  alternate  fuel,  the 
alternate  fuel  may  not  be  available  for 
plant  protection  purposes.  We  are 
broadening  the  definition  of  plant 
protection  fuel  to  apply  to  situations 
where  an  alternate  fuel  capability  is  in 
place  but  the  alternate  fuel  is  not 
available. 


Similarly,  we  received  comments 
regarding  the  proposed  definition  of 
“process  fuel”,  which  in  essence  would 
have  continued  the  definition  in  effect  at 
the  time  the  proposal  was  issued.  The 
commenters  urged  removal  of  the 
restriction  requiring  that  a  process  use 
be  one  in  which  a  substance  is 
converted  from  one  form  to  another.  It 
was  correctly  pointed  out  that  other 
kinds  of  processes  require  precise 
temperature  and  flame  characteristics. 

In  addition  it  was  asserted  that  the 
technical  feasibility  and  availability  of 
natural  gas  as  an  alternative  should  not 
preclude  a  use  from  being  classified  as 
one  requiring  process  fuel. 

We  are  adopting  a  definition  which 
provides  that  "process  fuel”  means 
allocated  natural  gas  liquid  products 
used  in  applications  requiring  precise 
temperature  controls  or  precise  flame 
characteristics.  Allocated  natural  gas 
liquid  products  may  not  be  considered 
process  fuel  if  an  alternate  fuel  (other 
than  natural  gas)  is  available  and 
technically  feasible  for  substitution. 

The  term  “gas  service  for  essential 
human  needs  and  property  protection” 
is  being  deleted  because  it  does  not 
appear  in  the  body  of  the  regulations.  A 
comment  indicated  that  the  proposed 
definition  of  “producer”  could  be  read  to 
include  a  firm  which  is  only  a  reseller.  A 
clarifying  phrase  insures  that,  as  relates 
to  gas  fractionating  or  processing  plants, 
producers  include  only  firms  which  have 
an  ownership  interest  in  the  stream  at 
the  time  the  allocated  NGL  product  is 
produced.  A  further  conforming  change 
includes  importers  of  unfractionated 
mixtures  as  producers. 

Finally,  in  response  to  comments  from 
aerosol  propellant  manufacturers,  we 
are  expressly  excluding  from  allocation 
the  propane  and  butane  content  of 
hydrocarbon  aerosol  propellants.  The 
propane  and  butane  content  of  such 
propellants  were  prevously  subject  to 
the  allocation  regulations.  However,  the 
total  demand  for  these  products  is  minor 
compared  with  the  overall  NGL  demand, 
and  therefore  excluding  these  products 
from  mandatory  allocation  will  cause 
little,  if  any,  economic  disruption  and 
should  foster  competition  in  that 
segment  of  the  industry.  The  exclusion 
of  these  products  from  the  allocation 
regulations  is  not  intended  to  affect  their 
treatment  under  the  price  regulations. 

C.  Allocation  Levels 
Residential  Use 

FEA  specifically  requested  comments 
as  to  whether  the  allocation  level  for 
residential  use  should  remain  at  one 
hundred  percent  of  current  requirements 
subject  to  an  allocation  fraction. 


I 
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Responses  varied  depending  upon  the 
interests  of  the  commenters.  Among 
those  who  objected  to  the  current 
requirements  standard,  suppliers 
particularly  were  concerned  about 
exaggerated  and  unverifiable  increased 
requirements  being  certified  to  them  by 
wholesale  purchaser-resellers.  To  the 
extent  disagreements  occur  regarding 
the  validity  of  certifications,  the 
validation  provisions  of  §  211.13(d)  will 
be  sufficient  to  resolve  disputes. 

We  are  concerned  that  in  the  event  of 
another  winter  emergency  such  as 
occrued  during  the  1976-77  winter 
which,  among  other  things,  prompted  the 
increase  to  the  current  allocation  level 
for  residential  users,  direct  residential 
users  will  not  be  adequately  protected 
by  the  current  rules.  Accordingly,  while 
retaining  the  allocation  level  for 
residential  use  at  one  hundred  percent 
of  current  requirements  subject  to  an 
allocation  fraction,  we  are  providing 
that  an  allocation  fraction  of  less  than 
nine  tenths  (.90)  may  not  be  applied  with 
respect  to  a  firm’s  entitlement  to  product 
intended  for  residential  use.  In  the  event 
that  a  supplier's  allocation  fraction  is 
calculated  to  be  less  than  .90  for  an 
allocation  period,  the  final  rule  requires 
the  supplier  to  distribute  product 
intended  for  residential  use  as  if  the 
allocation  level  for  such  use  is  ninety 
(90)  percent  of  current  requirements,  not 
subject  to  an  allocation  fraction. 

We  recognize  that  this  provision  will 
protect  residential  users  at  the  expense 
of  firms  using  products  for  other 
important  uses  which  have  an  allocation 
level  subject  to  an  allocation  fraction, 
such  as  for  plant  protection  fuel  or  small 
commercial  use.  We  have  no 
information  that  the  90  percent  supply 
requirement  would  likely  cause  serious 
hardship  for  such  users. 

We  would  welcome  additional 
comment  from  any  person  as  to  whether 
further  amendments  to  allocation  levels 
of  propane  are  necessary.  Particularly 
we  wish  to  know  if  we  should  effect 
allocation  level  changes  similar  to  the 
ones  recently  adopted  for  priority  users 
of  gasoline,  i.e.,  allowing  such  users  100 
percent  of  a  fixed  historical  usage  not 
subject  to  an  allocation  fraction  rather 
than  an  allocation  level  based  on 
current  requirements.  If  such  an 
approach  were  to  be  adopted,  would  a 
more  recent  period  than  1972-1973 
accurately  reflect  current  demand?  In 
the  alternative,  with  the  possibility  of 
NGL’s  being  decontrolled,  should  we 
refrain  from  making  any  further 
regulatory  changes  unless  necessitated 
by  severe  problems? 


Gasoline  Blending  and  Manufacturing 
and  Process  Fuel  Use 

Under  the  proposal,  the  allocation 
level  for  the  gasoline  blending  and 
manufacturing  use  of  butane  and  natural 
gasoline  would  have  been  raised  from 
ninety  to  one  hundred  percent  of  base 
period  use.  Additionally,  an  adjustment 
procedure  was  proposed  in  §  211.84  to 
allow  refiners  to  increase  their  base 
period  use  for  gasoline  blending  and 
manufacturing.  Refiners  commenting  on 
these  provisions  asserted  that  the 
allocation  level  for  this  use  should  be 
raised  to  one  hundred  percent  of  current 
requirements  subject  to  an  allocation 
fraction.  They  stated  that  butane  and 
natural  gasoline  were  then  in  abundant 
supply.  They  indicated  that  their 
requirements  for  butane,  a  high  octane 
blending  component,  have  generally 
increased  since  the  base  period, 
particularly  in  light  of  the  Environmental 
Protection  Agency’s  lead  phasedown 
requirements  for  motor  gasoline  and  the 
time  needed  to  introduce  additional 
needed  catalytic  reforming  capacity. 
They  claimed  that  in  the  short  term  at 
least,  without  access  to  100  percent  of 
their  butane  requirements,  many  refiners 
will  not  be  able  to  meet  the  increasing 
demand  for  unleaded  gasoline.  They 
contended  that  their  allocation  level 
should  be  the  same  as  for  petrochemical 
feedstock  use  of  butane  and  natural 
gasoline,  their  competitors  for  available 
butane  supplies.  Without  access  to  such 
product  to  maintain  motor  gasoline 
production,  they  stated  that  refinery 
supplies  of  other  products  could  be 
diminished  because  in  most  refineries 
there  is  a  limit  to  which  gasoline 
production  can  be  reduced  without 
reducing  production  of  other  refined 
products. 

Although  the  removal  of  industrial  use 
limitations  for  butane  will  make 
available  surplus  product  for  gasoline 
blending  and  manufacturing  use, 
adjustments  to  base  period  uses  would 
have  been  necessary  in  many  instances 
to  assure  refiners  continued  supplies  of 
product  if  the  allocation  level  were  not 
raised.  We  have  raised  the  allocation 
level  for  butane  and  natural  gasoline  for 
this  use  primarily  to  allow  refiners  the 
flexibility  to  optimize  gasoline 
production,  particularly  during  the 
current  period  of  inadequate  gasoline 
supplies. 

For  similar  reasons,  and  also  in 
response  to  comments,  we  are  also 
raising  the  allocation  level  for  process 
fuel  use  of  butane  and  natural  gasoline 
to  one  hundred  percent  of  current 
requirements,  subject  to  an  allocation 
fraction. 


Gas  Utility  Use 

The  proposal  included  an  allocation 
level  for  gas  utility  use  of  one  hundred 
percent  of  base  period  use.  This  was 
distinct  from  the  previous  allocation 
level  for  peak  shaving,  also  at  one 
hundred  percent  of  base  period  use, 
which  contained  a  use  limitation 
allowing  utilities  to  use  volumes  of 
propane  contracted  for  or  purchased  for 
delivery  during  the  base  period  year. 
The  promulgation  of  the  Gas  Utility 
Guidelines  which  required  any  usage  of 
propane  for  gas  utilities  beyond  actual 
base  period  use  to  be  from  non- 
Canadian  imports,  and  the  further 
requirement  in  the  proposal  that  such 
product  be  incrementally  priced  to  gas 
utility  users,  brought  forth  a  substantial 
amount  of  criticism  from  the  gas  utility 
industry. 

A  large  number  of  utilities 
commented,  both  in  connection  with  the 
proposal  and  the  guidelines,  that  their 
appropriate  allocation  entitlement  of 
propane  should  be  the  volume 
contracted  for  during  the  base  period 
year.  They  asserted  that  such  a  volume 
would  be  most  reflective  of  their 
historical  pattern  of  usage  which  for  any 
particular  year  would  vary  depending 
on  the  weather.  They  emphasized  that 
their  contractual  arrangements  in  many 
cases  were  on  a  "take  or  pay"  basis  for 
which  they  paid  a  premium  to  have 
secure  supply  available.  They  stated 
that  allowing  utilities  to  continue  using 
supplies  of  domestic  propane  which 
have  historically  been  available  to  them 
would  not  deprive  other  traditional  high 
priority  users  of  product.  On  the  other 
hand,  requiring  utilities  to  apply 
individually  for  adjustments  to  their 
base  period  uses  or  for  waivers  of  the 
use  limitations  to  enable  them  to  receive 
non-Canadian  imports  equivalent  to  the 
volumes  which  were  historically 
available  to  them  from  domestic  sources 
would,  they  claimed,  be  unnecessarily 
disruptive.  Setting  utilities'  base  period 
uses  equal  to  volumes  actually  acquired 
in  the  base  period,  commenters  alleged, 
was  a  substitution  of  agency  judgment 
for  that  of  the  technical  experts  and 
planners  most  familiar  with  the 
operations  of  a  particular  utility.  It  was 
further  argued  that  historically  the 
annual  overall  volume  of  propane  used 
for  injection  by  utilities  amounted  to 
less  than  approximately  five  percent  of 
propane  consumed  in  this  country.  But 
to  the  utilities  the  propane  provided  a 
critical  margin  allowing  them  to  meet 
high  priority  requirements  in  time  of 
peak  demand.  Commenters  urged  that  if 
ERA  believes  imports  should  be  used  by 
gas  utilities,  such  a  policy  should  apply 
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prospectively  for  new  gas  utility  use 
\  only. 

We  have  carefully  evaluated  all  the 
comments  concerning  the  appropriate 
allocation  level  for  gas  utilities  and 
accept  as  valid  many  of  the  comments 
critical  of  the  proposal.  Therefore,  while 
retaining  an  allocation  level  for  gas 
utility  use  of  one  hundred  percent  of 
base  period  use  subject  to  an  allocation 
fraction,  the  base  period  use  for  gas 
utilities  has  been  set  as  the  larger  of  that 
volume  of  an  allocated  natural  gas 
liquid  product  which  a  gas  utility 
contracted  for  (if  a  specific  maximum 
volume  was  designated)  or  purchased 
for  delivery  in  each  calendar  quarter 
during  the  period  April  1, 1972  through 
March  31, 1973,  regardless  of  whether 
that  volume  was  actually  obtained 
during  the  base  period.  This  change 
from  the  proposal  will  properly  protect 
historical  gas  utility  users  of  propane 
and  other  allocated  NGL  products. 

In  those  few  instances  where  during 
the  base  period  gas  utilities  entered  into 
open-ended  contracts  which  allow 
unlimited  volumes  of  product  to  be 
supplied  to  meet  their  "requirements,” 
redefining  base  period  use  to  correspond 
to  contract  volumes  would  give  such 
firms  an  advantage  over  other  firms  in 
times  of  shortage.  Accordingly,  the  base 
period  use  for  utilities  with  such  open- 
ended  contracts  will  continue  to  be  the 
volume  purchased  for  delivery  in  the 
base  period.  To  the  extent  such  a  firm 
believes  that  the  volume  purchased  for 
delivery  during  the  base  period  is 
inadequate  to  establish  a  proper  base 
period  use,  it  should  apply  to  ERA  for  an 
adjustment  to  its  base  period  use. 

In  response  to  FERC  concerns,  we 
have  added  an  allocation  level  for  gas 
transmission  company  use  of  100 
percent  of  base  period  use  that  will  be 
determined  in  the  same  manner  as 
allocations  for  gas  utilities. 

Other  Allocation  Level  Changes 

In  response  to  comments,  we 
recognize  that  it  would  be  appropriate  to 
include  a  separate  allocation  level  for 
transportation  of  crude  oil,  NGL’s,  and 
refined  petroleum  products.  The  level  is 
set  at  one  hundred  percent  of  current 
requirements  subject  to  an  allocation 
fraction. 

Process  fuel  use  of  propane  is  taken 
from  the  category  of  other  industrial  use 
and  is  specifically  delineated  as  having 
an  allocation  level  of  one  hundred 
percent  of  base  period  use  subject  to  an 
allocation  fraction.  Additionally,  an 
allocation  level  of  one  hundred  percent 
of  base  period  use  subject  to  an 
allocation  fraction  is  being  set  for  boiler 
fuel  use  of  allocated  NGL  products  for 
energy  production  to  account  for  the 


removal  of  such  use  from  the  energy 
production  allocation  level  of  one 
hundred  percent  of  current  requirements 
subject  to  an  allocation  fraction. 

D.  Adjustments  and  Assignments 

Petrochemical  Feedstock  and  Process 
Fuel 

Section  211.84  reflects  the  changes  in 
allocation  levels  and  the  scope  of  the 
new  subpart.  Because  the  allocation 
levels  for  gasoline  blending  and 
manufacturing  and  for  process  fuel  use 
of  butane  and  natural  gasoline  have 
been  raised  to  one  hundred  percent  of 
current  requirements  subject  to  an 
allocation  fraction,  it  is  not  necessary  to 
adopt  the  proposed  adjustment 
mechanism  for  such  uses.  Similarly 
because  commercial  B-P  mixture  is  not 
to  be  allocated  as  a  separate  product, 
and  unfractionated  mixtures  are  not  to 
be  allocated,  separate  adjustment 
procedures  for  these  mixtures  are  not 
needed. 

Although  petrochemical  firms 
commenting  urged  that  petrochemical 
feedstock  use  of  propane  be  given  an 
allocation  level  of  one  hundred  percent 
of  current  requirements,  we  have 
concluded  that  the  needs  of  such  users 
would  adequately  be  met  by  retaining 
the  allocation  level  of  one  hundred 
percent  of  base  period  use  subject  to  an 
allocation  fraction  and,  as  proposed, 
providing  an  adjustment  mechanism 
(not  limited  to  cases  of  hardship  or  gross 
inequity)  for  which  applications  may  be 
made,  under  §  211.86(f),  for  separate 
facilities.  The  proposal  requested 
commenters  to  suggest  criteria  to  be 
used  in  evaluating  applications  for 
adjustment  by  petrochemical  feedstock 
users.  We  are  not  enumerating  criteria 
at  this  time,  but  if  necessary,  we  will 
promulgate  such  standards. 

Accordingly,  as  adopted,  §  211.84(a) 
provides  that  a  wholesale  purchaser- 
consumer  may  apply  (1)  to  the  ERA 
National  Office  for  adjustments  to  its 
base  period  use  for  petrochemical 
feedstock  use  of  propane  (including  the 
propane  content  qf  fractionated  natural 
gas  liquid  mixtures)  and  (2)  to  the 
appropriate  ERA  Regional  Office  for 
adjustments  to  base  period  use  of 
propane  for  process  fuel. 

Gas  Utilities 

Sections  211.84(b)(1)  and  (2) 
pertaining  to  adjustments,  assignments 
and  waivers  by  gas  utilities,  are  being 
adopted  as  proposed,  subject  to  the 
deletion  of  the  gas  utility  guidelines. 
Applications  for  adjustments  and 
assignment  will  be  considered  under  the 
procedures  and  criteria  of  Subparts  B 
and  C,  respectively,  of  Part  205. 


Section  211.84(b)(3)  permits  gas 
utilities  to  act  as  agents  in  acquiring  and 
delivering  allocated  natural  gas  liquid 
products  through  natural  gas  pipelines 
to  end-users  or  wholesale  purchaser- 
consumers  separately  authorized  to 
purchase  such  products.  Unless 
otherwise  authorized  by  ERA,  such 
actions  will  be  permitted  only  in  those 
cases  where  the  wholesale  purchaser- 
consumer  or  end-user  owns  the  product 
and  bears  the  entire  cost  of  its  storage, 
gasification,  and  transmission  and 
where  there  will  be  no  adverse  effects 
on  the  gas  utility’s  other  customers.  As 
proposed,  this  provision  basically  would 
have  codified  a  procedure  already 
contemplated  by  the  guidelines  to  10 
CFR  211.12(h).  The  proposal  would  have 
required  that  the  user  have  no  facilities 
for  using  a  fuel  other  than  pipeline  gas 
but  such  a  requirement  is  not  being 
adopted. 

A  sentence  is  added  at  the  end  of  the 
section  setting  forth  that  volumes 
injected  by  the  gas  utility  will  not  be 
counted  as  part  of  its  use  for  purposes  of 
the  use  limitation  contained  in 
§  211.87(a)(3).  That  is,  where  the  use  of 
the  allocated  NGL  product  by  an  end- 
user  or  wholesale  purchaser-consumer 
is  separately  authorized  and  the  other 
requirements  of  the  section  are  met,  a 
gas  utility  may  act  as  an  agent  without 
regard  to  its  own  base  period  use  of 
such  product. 

E.  Supplier/Purchaser  Relationships 
Changes  in  Relationships 

The  comments  generally  supported 
section  211.85(b)  of  the  proposal,  which 
provided  a  means  for  wholesale 
purchasers  to  switch  base  period 
suppliers.  It  is  being  adopted 
substantially  as  proposed,  and  provides 
as  follows,  with  the  changes  from  the 
proposal  noted: 

Any  wholesale  purchaser  of  any 
allocated  natural  gas  liquid  product  may 
terminate  a  supplier/purchaser 
relationship  or  adjust  downward  its 
allocation  entitlement  from  a  supplier 
for  a  calendar  quarter  by  providing 
written  notice  to  its  base  period  supplier 
of  its  intent  to  do  so,  provided  that  the 
3ff$cted  supply  obligation  will  be 
assumed  by  another  supplier  or  the 
purchaser  no  longer  requires  the 
affected  volumes.  Wholesale  purchasers 
shall  specify  in  the  notice  the  volume  of 
the  supply  obligation  which  shall  be 
reduced  or  terminated,  and  shall  include 
the  effective  date  of  termination  or 
downward  adjustment.  Such  dates  shall 
correspond  to  the  first  day  of  a  calendar 
quarter.  Upon  receipt  of  such 
notification  a  supplier  shall  subtract  the 
volumes  so  terminated  or  adjusted 
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downward  from  its  base  period  supply 
obligations,  and  shall  not  include  such 
volumes  in  its  base  period  use  from  its 
supplier,  unless  by  the  exclusion  of  such 
volumes  its  base  period  use  (after  being 
adjusted  upward  by  the  addition  of  new 
base  period  purchasers)  would  fall 
below  its  original  unadjusted  base 
period  use. 

In  a  change  from  the  proposal 
suggested  by  the  comments,  in  those 
situations  where  a  supplier  has 
historically  maintained  an  allocation 
fraction  of  one  (1.0)  or  less  by  importing 
directly  a  volume  of  product  equal  or 
greater  than  the  sum  of  its  base  period 
obligations  terminated  under  this 
provision,  the  supplier  would  not  be 
required  to  exclude  such  volumes  from 
its  allocation  entitlement  from  its 
domestic  supplier.  In  such  cases,  the 
terminated  obligations  may  be  deemed 
to  have  been  supplied  through  imports. 
To  provide  otherwise  could  cause 
wholesale  purchaser-resellers  to  become 
increasingly  reliant  upon  possibly 
higher-priced  imports  with  a 
correspondingly  adverse  effect  on  the 
supplier's  remaining  base  period 
purchasers. 

The  provision  further  provides  that 
any  supplier  of  allocated  natural  gas 
liquid  products  may  establish  a 
supplier/purchaser  relationship  with  a 
wholesale  purchaser  to  the  extent  that 
the  purchaser  has  terminated  a  supplier/ 
purchaser  relationship  or  has  adjusted 
downward  its  base  period  use,  provided 
that  (i)  the  supplier’s  net  new 
obligations  for  a  particular  calendar 
quarter  corresponding  to  a  base  period 
would  not,  if  applied  in  the  immediately 
preceding  corresponding  calendar 
quarter,  have  reduced  the  supplier's 
allocation  fraction  below  one  (1.0),  and 
(ii)  the  supplier  can  demonstrate  that  its 
net  adjustments  to  its  base  period 
supply  obligations  for  any  particular 
calendar  quarter  for  which  supply 
obligations  will  be  assumed  are  not 
reasonably  estimated  to  reduce  its 
allocation  fraction  below  1.0  for  that 
quarter.  The  mere  ability  to  certify 
upward  such  adjustments  to  its  supplier 
will  not  be  sufficient  to  constitute  a 
demonstration  by  a  wholesale 
purchaser-reseller  that  its  allocation 
fraction  will  not  be  reduced  below  1.0. 
The  supplier  and  wholesale  purchaser 
must  notify  ERA  and  obtain  approval 
from  the  appropriate  ERA  Regional 
Office  before  a  new  supplier/ purchaser 
relationship  and  base  period  use  can  be 
established.  In  certain  instances,  the 
ERA  Regional  Office  may  approve  the 
shift  in  suppliers  but  will  not  permit  the 
new  supplier  to  certify  the  new 
obligation  to  its  supplier. 


A  wholesale  purchaser-reseller  which 
in  its  capactiy  as  a  supplier  establishes 
new  supplier/purchaser  relationships 
under  this  provision  that  increase  its 
base  period  supply  obligations,  or  which 
has  excluded  certain  volumes  from  its 
base  period  use  pursuant  to  this 
provision,  shall  receive  an  upward  or 
downward  adjustment,  respectively,  to 
its  base  period  use  in  an  amount  equal 
to  the  net  change  in  its  base  period 
obligations.  In  another  change  prompted 
by  the  comments,  the  final  rule  provides 
that,  unless  ordered  bjrERA,  a 
wholesale  purchaser-reseller  may 
receive  an  upward  adjustment  pursuant 
to  this  subparagraph  only  with  the 
consent  of  its  supplier  whose  obligations 
would  thereby  be  increased.  This 
change  should  insure  that  wholesale 
purchaser-resellers  which  take  on 
increased  supply  obligations  for  existing 
firms  will  not  do  so  with  the  expectation 
of  meeting  these  additional  obligations 
through  an  upward  certification  to  their 
suppliers  unless  there  is  a  reasonable 
certainty  that  the  additional  volumes 
can  be  supplied.  Of  course,  an 
adjustment  certifiable  under  §  211.13(c) 
on  any  other  basis  does  not  require  such 
approval. 

Underlifting 

Section  211.85(c)  of  the  proposal, 
providing  a  means  to  facilitate  the 
distribution  of  underlifted  supplies, 
received  criticism,  most  of  it  valid,  from 
all  segments  of  the  industry.  While  there 
was  general  support  for  the  aim  of  the 
provision  (with  the  notable  exception  of 
comments  from  gas  utilities),  there  was 
also  a  common  criticism  that  the  section 
was  unduly  complex,  cumbersome  and 
burdensome  to  administer.  Many  of  the 
suppliers  thought  that  a  minimum  of  one 
year  was  too  long  before  a  purchaser's 
allocation  entitlement  could  be 
permanently  excluded  from  the 
supplier's  base  period  supply 
obligations.  Other  suppliers  thought  that 
the  proposal  contained  so  many 
loopholes  that  it  would  provide  little 
protection  and  ought  not  be  adopted. 

Still  others  indicated  that  the  proposal 
was  anti-conservation  oriented  and 
encouraged  firms  to  purchase  unneeded 
supplies.  Gas  utilities  strongly  asserted 
that  since  their  requirements  for 
propane  and  other  NGL  products  were 
entirely  temperature-sensitive,  they 
could  lose  their  allocation  entitlements 
arbitrarily. 

While  we  remain  concerend  about  the 
underlifting  of  supplies  and  the  effect  of 
regulations  which  require  suppliers  to 
hold  such  product  as  part  of  their 
allocable  supply  until  the  end  of  a  base 
period  quarter,  we  do  not  wish  to  adopt 
an  underlifting  section  under  which 


purchasers  could  too  easily  lose  the 
protection  of  the  allocation  regulations. 
The  allocation  regulations  do  not  require 
consumers  to  purchase  product  from 
their  base  period  suppliers.  Allowing 
purchasers  to  lose  their  entitlement  to 
product  if  they  do  not  purchase  product 
from  their  base  period  supplier  over  a 
short  time  period  could  inhibit 
competition.  Furthermore,  in  some 
instances  noted  earlier,  purchasers  enter 
into  “take  or  pay”  contracts  which 
already  discourage  underlifting  by 
providing  added  incentives  to  purchase 
product.  The  complexities  of  the 
problem  are  such  that  we  believe  the 
prudent  course  of  action  is  not  to  adopt 
a  provision  on  underlifting  at  this  time. 

Gas  Processing  Plants  or  Fractionation 
Facilities 

In  the  proposal  FEA  expressed  its 
concern  over  protecting  the  purchasers 
downstream  from  operators  of  gas 
processing  plants  or  fractionation 
facilites  when  the  volume  of  allocated 
NGL  products  produced  at  a  facility  is 
reduced.  FEA  proposed  a  provision 
which  would  have  provided  that  a  firm 
which  acquired  allocated  natural  gas 
liquid  products  through  its  ownership 
interest  in  or  operation  of  a  gas 
processing  plant  or  fractionating  facility 
during  the  base  period  would  have  an 
allocation  entitlement  with  respect  to 
the  volumes  of  such  products  acquired 
during  the  base  period  from  the  firm  that 
supplied  the  allocated  natural  gas  liquid 
products  in  the  base  period,  regardless 
of  whether  such  products  were 
purchased  or  acquired  under  a 
processing  agreement.  The  regulation 
would  have  applied  to  the  absolute 
volumes  of  such  products  acquired  and 
not  to  the  percentages  of  production 
from  a  particular  natural  gas  stream. 
Under  the  proposal,  should  available 
volumes  of  allocated  natural  gas  liquid 
products  have  declined  at  a  particular 
plant  due  to  declining  natural  gas 
production  in  the  plant’s  vicinity,  the 
supplier  would  have  retained  a  supply 
obligation  equal  to  its  base  period 
volumes  subject  to  imposition  of  an 
allocation  fraction. 

We  received  a  substantial  number  of 
comments  opposed  to  this  provision.  It 
was  pointed  out  that  transfers  of  natural 
gas  liquids  from  producers  to  gas 
processors  represent  in-kind  fees  for 
services  performed  under  processing 
agreements  and  should  not  be  subject  to 
allocation  obligations.  In  many  cases, 
the  volumes  of  NGLs  produced  at  plants 
decline  over  time,  and  it  would  be 
unreasonable  to  require  the  payment  to 
processors  of  specified  volumes  of 
product  when  the  services  also  decline. 
Particularly  in  the  case  of  isolated  gas 
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plants,  specified  volumes  of  allocated 
NGL  products  often  cannot  physically 
be  delivered  to  the  processor  when  gas 
streams  decline.  It  was  also  asserted 
that  the  proposal  overlooked  the 
downstream  obligations  of  the  producer 
at  the  expense  of  the  processor’s 
purchasers.  Commenters  stated  that  the 
proposal  would  unnecessarily  upset 
contracts  which  often  were  on  the  basis 
of  a  particular  percentage  of  NGLs  taken 
from  a  stream  (or  even  on  an  mcf  basis) 
and  in  the  future  would  control  the 
nature  of  processing  fees.  In  addition, 
the  regulation  would  effectively  have 
kept  natural  gas  streams  tied  to  a 
particular  gas  plant  even  though 
economies  of  production  or  other 
business  judgments  would  dictate 
movement  to  other  plants. 

Under  this  final  rule,  allocations  will 
continue  to  be  on  a  firm-wide  volumetric 
(not  proportional)  basis.  However,  in 
light  of  the  comments  received,  we  have 
decided  not  to  adopt  a  specific  provision 
setting  forth  supply  obligations  of  gas 
plant  operators.  Our  decision  not  to 
allocate  unfractionated  mixtures  means 
that  allocation  obligations,  which  do  not 
attach  until  the  first  sale  or  exchange  of 
an  allocated  natural  gas  liquid  product, 
will  not  occur  until  after  fractionation  of 
the  natural  gas  liquids.  Under  the  final 
rule,  where  a  processor,  in  exchange  for 
its  services  in  extracting  the  liquids  from 
a  gas  stream  or  for  fractionating  the 
liquids,  acquired  ownership  during  the 
base  period  of  a  portion  of  the  NGL 
products  produced,  no  allocation 
entitlement  to  the  products  will  accrue 
to  it.  In  such  a  situation,  no  sale  or 
exchange  of  an  allocated  product  is 
deemed  to  have  occurred  and  such  a 
transaction  does  not  give  rise  to  a 
mandatory  supplier/purchaser 
relationship  under  the  allocation 
regulations.  For  purposes  of  the 
allocation  regulations,  the  firm  that  first 
owns  the  fractionated  products  is 
considered  the  initial  supplier  of  the 
allocated  NGL  products. 

To  deal  with  the  problem  of  declining 
production  of  products,  a  producer  may 
apply  to  the  ERA  National  Office  for 
permission,  under  §  211.10(b),  to  allocate 
its  available  supply  from  an  isolated 
facility  on  the  basis  of  a  separate 
allocation  fraction.  The  criteria  of  that 
section  provide  that  a  separate  fraction 
will  not  be  allowed  unless  the 
distribution  subsystems  represented  by 
such  fraction  are  independent  and  that  it 
would  be  impracticable  to  employ  a 
single  allocation  fraction  or  it  would  be 
inconsistent  with  the  provisions  of  the 
allocation  program. 

One  commenter  asserted  that  ERA 
would  receive  many  petitions  for 


multiple  allocation  fractions  which 
would  reflect  declining  gas  streams 
across  the  country.  We  intend  that 
suppliers  make  every  effort  to  provide 
NGLs  to  base  period  purchasers  and 
thus  we  expect  to  allow  the  use  of 
separate  allocation  fractions  only  in 
limited  situations.  An  applicant  for  a 
separate  fraction  for  an  isolated  plant 
will  be  required  to  demonstrate  that  it  is 
unable  to  meet  from  any  source 
(including,  but  not  limited  to, 
substitutions  or  exchanges)  its  base 
period  supply  obligations  to  its  base 
period  purchasers  which  during  the  base 
period  acquired  products  at  that  facility. 
The  allocations  permitted  by  such  a 
determination  will  not  affect  a 
producer’s  supply  obligations  or 
purchaser's  allocation  entitlement  at 
any  other  location. 

F.  Method  of  Allocation 

Other  than  paragraph  (e)  relating  to 
inventory  accumulation,  §  211.86, 
pertaining  to  the  method  of  allocation,  is 
being  adopted  substantially  as 
proposed. 

Producers 

As  proposed  in  the  notice  of 
rulemaking,  the  final  rule  provides  that 
if  a  producer  is  the  base  period  supplier 
to  wholesale  purchaser-resellers  which 
have  certified  amounts  of  propane  to  be 
resold  for  ultimate  use  under  an 
allocation  level  of  one  hundred  (100) 
percent  of  current  requirements  whether 
or  not  subject  to  an  allocation  fraction, 
that  producer  may  not  recertify  such 
amounts  to  any  other  producer  which 
may  be  its  base  period  supplier.  DOE 
received  a  comment  that  the  latter  rule 
could  adversely  affect  producers  which 
historically  have  only  produced  a  small 
fraction  of  the  product  they  supply.  We 
believe  that  such  situations  are 
anomalies  which  can  be  handled  on  a 
case-by-case  basis  if  necessary,  and  that 
generally  such  a  rule  is  necessary  to 
prevent  overloading  of  producer-to- 
producer  supplier/purchaser 
relationships. 

Inventory  Accumulation 

The  inventory  accumulation  section 
being  adopted  contains  a  number  of 
changes  from  the  proposal. 

To  accord  with  the  differing  treatment 
afforded  certain  ethane-propane 
mixtures,  the  final  inventory 
accumulation  regulation  provides  that 
the  propane  content  of  ethane-propane 
mixtures  separately  allocated  under 
§  211.81(b)(2)  are  not  subject  to  the 
inventory  restrictions  adopted. 

The  inventory  accumulation 
restrictions  themselves  will  conform  to 
the  use  limitations  of  §  211.87,  discussed 


infra.  For  example,  gas  utilities  will  be 
able  to  accumulate  100  percent  of  their 
annual  base  period  uses  plus  the  amount 
in  inventory  on  April  1, 1972.  In 
addition,  the  provisions  specifically 
limiting  inventory  accumulation  by 
certain  firms  to  100  percent  of  their 
annual  usage  will  only  apply  to 
domestically-produced  product. 

For  the  present,  the  inventory 
limitations  will  not  be  effective  because 
they  will  be  subject  to  a  general  waiver. 
As  with  the  general  waiver  of  the  use 
limitations,  the  waiver  of  the  inventory 
restrictions  will  be  effective  until 
terminated  by  the  ERA  Administrator  by 
notice  in  the  Federal  Register. 

G.  Special  Limitations 

The  use  limitations  in  §  211.87  for 
allocated  NGL  products  have  been 
annualized  to  allow  firms  greater 
flexibility  than  previously.  Firms’  usage 
will  not  be  limited  to  the  volumes  of 
product  purchased  or  acquired  during 
any  one  base  period  calendar  quarter. 
Instead,  the  firms  to  which  the 
limitations  will  apply  will  have  the 
flexibility  to  use  the  sum  of  the  base 
period  uses  for  the  four  calendar 
quarters  in  any  twelve-month  period 
commencing  October  1  and  ending 
September  30  of  the  following  year. 

Imports 

Use  limitations  will  apply  only  to 
NGL’s  produced  in  the  United  States. 
There  will  be  no  restrictions  on  the  use 
of  imports,  Canadian  or  otherwise. 
Certain  pricing  provisions  will  be 
adopted  for  passing  through  separately 
the  costs  of  imports,  but  their  usage  will 
not  be  restricted. 

Ethane-Propane  Mixtures 

As  stated  earlier,  the  final  rule 
provides  that  the  use  restrictions  set 
forth  in  §  211.87  also  will  not  apply  to 
the  propane  content  of  ethane-propane 
mixtures  separately  allocated  under 
$  211.81(b)(2).  This  should  allow  free 
movement  of  and  competition  for  the 
volumes  of  these  products  in  excess  of 
historical  production  levels  which  are 
expected  to  be  available  as  processing 
plants  using  newer  technology  become 
operational. 

Industrial  Use 

A  use  limitation  has  been  retained  for 
industrial  uses  of  propane  but  it  will  not 
apply  to  process  fuel  use,  plant 
protection  fuel  use  and  any  other 
industrial  uses  which  will  have  an 
allocation  level  of  100  percent  of  current 
requirements.  There  will  be  no  use  limit 
applicable  to  industrial  uses  of  butane. 
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Gas  Utilities 

As  previously*described,  there  were  a 
substantial  number  of  comments  in 
regard  to  the  proposed  sections  relating 
to  gas  utilities.  As  to  that  part  of  the 
proposal  which  limited  gas  utility  use  of 
propane  to  one  hundred  percent  of  the 
base  period  use  for  the  four  base  period 
quarters,  most  of  the  critical  comments 
received  related  to  the  definition  of  the 
“base  period  use”  which  included  only 
those  volumes  actually  purchased 
during  the  base  period.  To  the  extent 
that  the  base  period  use  for  gas  utilities 
is  redefined  to  include  amounts 
contracted  for  delivery  during  the  base 
period,  this  will  increase  considerably 
the  amounts  of  product  that  can  be  used 
without  being  subject  to  the  use 
limitation  (particularly  since  the 
limitation  only  applies  to  product 
produced  in  the  United  States). 

Commenters  indicated  that  some 
utilities  had  purchased  propane  prior  to 
the  base  period  and  had  product 
available  for  their  own  use  on  April  1. 
1972.  Such  product  would  have  been 
available  for  use  in  addition  to  volumes 
obtainable  under  contracts  during  the 
base  period.  We  believe  that  the  sum  of 
base  period  contracted-for  volumes  (or 
purchased  volumes)  and  April  1, 1972 
inventory  volumes  is  the  most 
appropriate  measure  of  a  gas  utility's 
volumetric  use  constraint.  The  final  rule 
amends  the  proposal  to  include  the 
inventory  volume. 

The  proposal  also  provided  that  no 
wholesale  purchaser-consumer  would 
have  been  permitted  to  use  any 
quantities  of  an  allocated  natural  gas 
liquid  product  for  gas  utility  use  or  gas 
transmission  company  use  as  long  as 
gas  service  would  have  been  continued 
to  industrial  or  commercial  customers 
which  have  an  alternate  fuel  capability 
in  place  which  uses  a  fuel  other  than 
allocated  natural  gas  liquid  products  or 
natural  gas  and  can  be  operated  on  a 
continuing  basis.  Such  a  provision 
would  have  been  an  easing  of  the  prior 
use  limitation  on  peak  shaving  which 
prohibited  propane  or  butane  from  being 
used  for  peak  shaving  whenever  gas 
utilities  continued  service  to 
“interruptible"  industrial  customers 
(other  than  for  process  fuel,  plant 
protection  fuel,  or  raw  material)  or  to 
any  non-residential  customer  which  can 
use  a  fuel  other  than  natural  gas, 
propane  or  butane.  In  response  to  FERC 
concerns,  this  qualitative  limitation  is 
not  being  adopted. 

Synthetic  Natural  Gas  Use 

While  the  notice  did  not  propose  any 
changes  with  respect  to  the  volumetric 
limitation  on  allocated  NGL  products 


used  for  SNG  production  pending  the 
completion  of  the  work  of  the  task  force 
studying  the  SNG  regulations,  FEA 
solicited  comments  as  to  whether  the 
use  restriction  should  continue  to  be  on 
a  quarterly  basis  in  light  of  the  proposed 
yearly  limitations  for  industrial  and  gas 
utility  users.  Comments  from  firms 
which  operated  SNG  plants  preferred  an 
annual  to  a  quarterly  limitation. 

In  the  final  rule,  the  SNG  use  limit  is 
an  annual  one.  A  conforming  regulatory 
change  is  provided  in  §  211.29(e)  in 
which  we  are  deleting  references  to 
allocated  natural  gas  liquid  products  to 
avoid  duplication  or  inconsistency  with 
§  211.87(a)(4). 

Notwithstanding  the  exclusion  of 
unfractionated  mixtures  from  mandatory 
allocation,  their  explicit  inclusion  within 
the  SNG  use  limitations  is  necessary  to 
prevent  extensive  use  of  such  mixtures 
to  circumvent  the  use  restrictions  on 
NGL  products.  Unfractionated  mixtures 
are  therefore  included  in  this  rule.  This 
provision  is  consistent  with  both  the 
proposal,  which  included  unfractionated 
mixtures  in  the  definition  of  allocated 
natural  liquid  products,  and  with  the 
provisions  of  §  211.10(g)(8)  which  are 
being  replaced. 

Since  the  SNG  feedstock  use 
limitation  is  set  forth  in  terms  of  the 
annual  “base  period  use”  and 
unfractionated  mixtures  will  not  be 
allocated  (and  thus  have  no  base  period 
use),  there  could  be  a  problem  in 
applying  the  use  limitation  to 
unfractionated  mixtures.  We  intend  that 
the  SNG  feedstock  use  limitation  apply 
to  unfractionated  mixtures  in  the  same 
manner  as  it  would  apply  to 
fractionated  mixtures.  In  other  words, 
the  limitation  will  be  determined  with 
reference  to  the  base  period  use  of  each 
component  of  a  mixture  as  if  it  were 
allocated. 

Waivers 

At  the  time  the  FERC  was  reviewing 
the  draft  final  rule,  NGL  supplies 
appeared  to  be  more  than  adequate 
relative  to  demand.  Accordingly,  in 
response  to  concern  that  the 
administrative  burdens  associated  with 
case-by-case  processing  of  applications 
for  waivers  would  not  be  warranted  in 
such  a  supply  environment,  we  have 
included  general  waivers  of  the  use  and 
inventory  limitations  in  the  rule.  These 
waivers  will  be  effective  until  the  ERA 
Administrator  terminates  them  by  notice 
published  in  the  Federal  Register. 

However,  recent  data  on  current 
propane  stock  levels  have  raised  the 
possibility  of  isolated  spot  shortages  if 
the  coming  winter  is  colder  than 
average.  Thus,  we  are  considering  the 
possibility  of  terminating  the  general 


waiver  provisions  to  ensure  the 
availability  of  adequate  product  to  high 
priority  users.  We  wish  to  receive  your 
views  as  to  any  aspect  of  the  rule  about 
which  you  may  have  concerns  and 
particularly  with  regard  to  whether 
circumstances  exist  which  warrant  the 
termination  of  the  general  waiver. 

H.  Importers  of  Allocated  Natural  Gas 
Liquid  Products 

Section  211.88  is  being  adopted  as 
proposed,  with  a  few  differences.  The 
proposal  related  only  to  non-Canadian 
imports  of  allocated  NGL  products.  It 
left  unclear  the  treatment  afforded 
imports  of  such  products  from  Canada. 
Therefore,  the  scope  of  §  211.88  has 
been  broadened  to  include  Canadian 
imports.  The  separate  inventory  record 
requirements  which  trigger  the  separate 
cost  calculation  pricing  provisions  will 
apply  to  Canadian  imports.  As 
amended,  the  final  rule  applies  to  all 
importers  of  allocated  natural  gas  liquid 
products  and  sets  forth  the  method  of 
allocation  for  imports.  It  will  also  apply 
to  domestically  produced  product 
exchanged  for  imports  as  if  they  were 
imports. 

As  proposed,  §  211.88  did  not  apply  to 
NGL  products  used  for  SNG  production. 
We  have  concluded  that  to  the  extent 
imports  of  allocated  NGL  products  are 
permitted  to  be  used  for  SNG  production 
in  excess  of  their  allocation  level,  such 
imports  should  be  incrementally  priced 
to  the  SNG  plant  operator  in  the  same 
manner  as  imports  used  for  gas  utility 
use  in  excess  of  allocation  levels. 

Section  211.88  accordingly  requires 
separate  inventory  records  to  be 
maintained  for  such  use. 

The  final  rule  provides  that  separate 
inventory  records  (the  maintenance  of 
which  trigger  the  incremental  price 
provisions  of  part  212)  are  required  for 
allocated  NGL  products  sold  for 
“incrementally  priced  uses.” 
“Incrementally  priced  uses”  means 
industrial  use  (including  petrochemical 
feedstock  and  refinery  fuel),  gas  utility 
use,  gas  transmission  company  use  and 
SNG  feedstock  or  enrichment  use  in 
excess  of  the  intended  users'  allocation 
levels.  It  also  includes  other  uses  as 
specified  by  ERA. 

Paragraph  211.88(b)  provides  that  end 
users  and  wholesale  purchaser- 
consumers  of  allocated  natural  gas 
liquid  products  may  import  such 
products  for  their  own  use  and  that 
acquisition  of  such  imports  does  not 
affect  a  firm’s  allocation  entitlement 
unless  ERA  detemines  that  such  imports 
are  inconsistent  with  the  objectives  of 
the  EPAA. 

In  addition,  end-users  and  wholesale 
purchaser-consumers  importing 
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allocated  natural  gas  liquid  products 
pursuant  to  §  211.88  will  not  be 
considered  by  reason  thereof  to  be 
prime  suppliers  or  producers  of 
allocated  natural  gas  liquid  products. 

Suppliers  may  acquire  allocated 
natural  gas  liquid  poducts  imported  for 
distribution  to  end-users  and  wholesale 
purchasers  only  in  accordance  with 
paragraph  (c)  of  §  211.88.  Under 
paragraph  (c),  any  supplier  of  allocated 
natural  gas  liquid  products  which  would 
have  an  allocation  fraction  less  than  one 
(1.0)  for  a  calendar  quarter 
corresponding  to  a  base  period  may 
import  (or  acquire  from  suppliers  which 
have  so  imported)  such  products  for  the 
purpose  of  achieving  an  allocation 
fraction  of  1.0  during  the  calendar 
quarter.  Imports  used  to  achieve  an 
allocation  fraction  of  1.0  will  be 
allocated  in  accordance  with  the 
provisions  of  $  211.10. 

ERA  may  require  separate  inventory 
records  to  be  maintained  and 
incremental  pricing  for  imports  sold  to 
meet  base  period  supply  obligations  for 
gas  utility,  gas  transmission  company  or 
SNG  feedstock  or  enrichment  use  to 
new  wholesale  purchaser-consumers 
which  will  establish  a  base  period  use, 
or  to  meet  upward  adjustments  for 
existing  wholesale  purchaser- 
consumers.  The  product  approved  in 
these  delineated  instances  will  be 
deemed  to  be  for  incrementally  priced 
uses. 

Any  supplier  of  allocated  natural  gas 
liquid  products  which  achieves  an 
allocation  fraction  of  1.0  or  greater  for  a 
calendar  quarter  may  import  (or  acquire 
from  suppliers  which  have  so  imported) 
such  products  to  increase  further  its 
allocation  fraction  above  1.0  and  will 
also  distribute  such  imports  in 
accordance  with  the  provisions  of 
§  211.10,  except  that  distribution  of 
imports  (or  domestically  produced 
product  exchanged  for  imports)  for 
incrementally  priced  uses  shall  be  in 
accordance  with  the  provisions  of 
subparagraph  (c)(3)  of  §  211.88. 

Subparagraph  (c)(3)  requires  that  all 
imported  surplus  allocated  natural  gas 
liquid  product  distributed  by  suppliers 
to  wholesale  purchasers  for  all 
incrementally  priced  uses  will  have  to 
be  accounted  for  by  separate  inventory 
records  and  will  be  subject  to  separate 
cost  computation  requirements  as 
described  herein.  Because  such  imports 
are  not  distributed  under  §  211.10,  they 
will  not  first  have  to  be  offered  as 
surplus  product  to  the  suppliers’  base 
period  customers.  Thus,  purchasers  of 
incrementally  priced  product  should  be 
insured  continued  access  to  the  imports 
as  long  as  the  supplier  maintains  an 
allocation  fraction  of  at  least  1.0. 


Specifically,  the  rule  provides  that 
suppliers  with  an  allocation  fraction  of 
one  (1.0)  or  greater  may  import  (or 
acquire  from  suppliers  which  have  so  -' 
imported)  allocated  natural  gas  liquid 
products  for  distribution  to  wholesale 
purchaser-consumers  which  certify  in 
writing  that  they  will  use  such  imported 
products  for  incrementally  priced  uses 
or  for  distribution  to  any  wholesale 
purchaser-resellers  which  certify  they 
will  distribute  such  products  for  such 
uses.  A  mandatory  certification 
requirement  is  also  included  requiring 
all  wholesale  purchasers  which 
purchase  imported  allocated  natural  gas 
liquid  products  (or  domestically 
produced  NGL’s  exhanged  for  imported 
NGL's)  for  incrementally  priced  uses  to 
certify  in  writing  to  the  suppliers  of  such 
products  the  intended  end  use  of  such 
products. 

All  suppliers  receiving  such 
certifications  will  be  required  to 
maintain  inventory  records  for  such 
allocated  natural  gas  liquid  products 
separate  from  their  inventory  records  for 
allocated  natural  gas  liquid  products 
distributed  under  the  provisions  of 
§  211.10.  Suppliers  which  do  not  receive 
such  certifications  will  also  be  required 
to  determine  to  the  maximum  extent 
practicable  whether  their  imported 
allocated  natural  gas  liquid  products 
will  be  distributed  for  incrementally 
priced  uses.  To  the  extent  their  products 
are  intended  to  be  so  distributed, 
separate  inventory  records  will  also 
have  to  be  maintained. 

One  other  change  from  the  proposal  is 
included,  and  is  necessary  to  account 
for  the  exclusion  from  mandatory 
allocation  of  unfractionated  mixtures. 
Such  mixtures  would  have  been  subject 
to  the  provisions  of  §  211.88  under  the 
proposal  by  being  included  as  an 
allocated  NGL  product.The  final  rule 
provides  that  separate  inventory  records 
be  maintained  for  imports  of  such 
mixtures  in  certain  circumstances  to 
allow  costs  of  such  imports  to  be  traced 
prior  to  fractionation  in  those  instances 
when  separate  cost  computation  will  be 
required  for  all  or  a  portion  of  the 
fractionated  components. 

I.  Pricing  Amendments 

We  are  adopting  amendments  to 
Subparts  E  and  F  of  Part  212  to 
incorporate  the  requirements  of  §  211.88 
pertaining  to  imported  allocated  natural 
gas  liquid  products  (and  domestically 
produced  allocated  natural  gas  liquid 
products  exchanged  for  imported 
allocated  natural  gas  liquid  products) 
into  the  special  price  rules  relating  to 
imported  propane  and  butane  currently 
contained  in  §  212.83(h)(2)(iii)  and 
§  212.93(f)(2).  Corresponding  changes  to 


subpart  K  are  also  being  adopted.  The 
purpose  of  these  amendments  is  to 
separate  the  cost  computation  for 
imported  allocated  natural  gas  liquid 
products  utilized  for  incrementally 
priced  uses  and  to  insulate  and  protect 
other  historical  users  of  such  products 
from  the  higher  costs  generally 
associated  with  such  imports. 

Under  the  change  to  §  212.83(h)(2)(iii), 
a  refiner  will  be  required  to  apply 
amounts  of  increased  costs  unequally  to 
the  weighted  avarage  May  15, 1973 
selling  prices  of  any  propane,  butane, 
natural  gasoline  or  natural  gas  liquids  if 
separate  inventory  records  for  such 
products  are  kept  as  required  pursuant 
to  §  211.88(c).  There  is  no  longer  a 
requirement  that  unequal  cost 
computation  occur  only  when 
inventories  of  such  products  are 
physically  separate. 

Section  212.93(f)(2)  pertaining  to 
resellers  of  imported  propane  and 
butane  for  industrial  use  is  extended  to 
all  imported  propane,  butane,  natural 
gasoline  or  natural  gas  liquids  (or 
domestically  produced  product 
exchanged  for  imports)  designated  for 
incrementally  priced  uses.  As  adopted, 

§  212.93(f)(2)  provides  that  any  seller  of 
imported  propane,  butane,  natural 
gasoline  or  natural  gas  liquids  shall 
determine  the  price  permitted  to  be 
charged  for  such  products  pursuant  to 
paragraph  (a)  of  §  212.93  by  calculating 
increased  product  costs  as  follows: 

— With  respect  to  the  propane, 
butane,  natural  gasoline  and  natural  gas 
liquids  for  which  separate  inventory 
records  are  required  to  be  maintained 
pursuant  to  §  211.88(c),  for  each  such 
separate  inventory  the  seller  will  make 
a  separate  calculation  of  increased 
product  costs  as  defined  in  §  212.92  to 
be  used  in  determining  its  selling  price 
for  such  products  pursuant  to 
paragraphs  (a)  and  (b)  of  §  212.93,  with 
the  selling  prices  for  propane  included  in 
such  products  not,  however,  subject  to 
paragraph  (f)(1)  of  §  212.93. 

— With  respect  to  quantities  of 
propane,  butane,  natural  gasoline  and 
natural  gas  liquids  for  which  separate 
inventory  records  are  not  required  to  be 
maintained  pursuant  to  §  211.88(c),  the 
seller  will  add  the  cost  of  such 
quantities  to  the  cost  of  all  other 
quantities  of  the  same  product  for  which 
separate  inventory  records  are  not 
maintained  pursuant  to  §  211.88(c),  in 
making  a  separate  calculation  of 
increased  product  costs  as  defined  in 
§  212.92  to  be  used  in  determining  its 
selling  price  for  all  sales  of  products 
other  than  those  maintained  in  a 
separate  inventory  pursuant  to 
§  211.88(c),  subject  to  all  other 


provisions  of  §  212.93,  including 
paragraph  (f)(1). 

In  subpart  K  of  part  212,  a  new 
paragraph  211.167(e)  is  added  to 
correspond  to  the  changes  to  subparts  E 
and  F  for  refiners  and  resellers.  Under 
this  paragraph,  separate  calculations  of 
increased  costs  are  required  for  each 
volume  of  propane,  butane,  natural 
gasoline  or  natural  gas  liquids  which  are 
subject  to  subpart  K  and  for  which 
separate  inventory  records  will  be 
required  under  §  211.86(c). 

Increased  costs  so  calculated  in  each 
of  subparts  E,  F,  and  K  are  not  available 
for  recovery  in  the  prices  charged  for 
other  propane,  butane,  natural  gasoline 
or  natural  gas  liquids. 

/.  Reporting  Requirements  and  Subpart 
A  Amendments 

Conforming  amendments  to  subpart  A 
are  being  adopted  as  proposed,  as  are 
reporting  requirements.  The  only  change 
from  the  proposal  relates  to  the  borrow- 
payback  provisions  of  §  211.25(c).  The 
notice  proposed  permitting  borrow- 
payback  of  future  allocations  of 
allocated  natural  gas  liquid  products 
within  total  allocations  for  any  twelve 
month  period  beginning  October  1  and 
ending  September  30  of  the  following 
year.  The  twelve  month  period  for  such 
transactions  relating  to  allocated  natural 
gas  liquid  products  was  proposed  to  be 
changed  from  a  calendar  year  basis  to 
allow  borrowing  during  the  entire  winter 
season  of  heavy  temperature-related 
demand,  with  paybacks  in  the  following 
summer  when  demand  would  be 
slackened.  We  also  wish  to  encourage 
the  building  of  inventories  prior  to  the 
start  of  a  winter  heating  season, 
however,  and  are  therefore  adopting  a 
final  rule  permitting  borrow-payback 
transactions  for  allocated  NGL  products 
within  total  allocations  for  any  twelve- 
month  period  agreed  upon  by  both  the 
supplier  and  purchaser. 

K.  Gas  Utility  Guidelines 

Much  of  the  comment  received  in 
connection  with  FEA’s  Gas  Utility 
Guidelines  was  addressed  to  the 
provision  requiring  only  non-Canadian 
imports  to  be  used  for  peak  shaving  in 
excess  of  base  period  use.  For  the 
reasons  previously  discussed  relating  to 
gas  utilities’  allocation  entitlements, 
most  utilities  thought  it  unfair  that 
historical  peak  shavers  should  now  be 
forced  to  acquire  higher  priced  imports. 
However  some  gas  utility 
representatives  acknowledged  that  it 
would  be  appropriate  for  new  gas  utility 
use  to  be  treated  differently  from 
historical  volumes. 

In  light  of  the  current  improved 
natural  gas  supply  situation  and  the 


resulting  reduced  demand  for  propane 
by  gas  utilities,  the  Gas  Utility 
Guidelines  are  not  being  republished. 

(Emergency  Petroleum  Allocation  Act  of  1973, 
15  U.S.C.  S  751  et  seq.,  Pub.  L.  93-159,  as 
amended,  Pub.  L.  93-511,  Pub.  L.  94-99,  Pub. 

L.  94-133,  Pub.  L.  94-163,  and  Pub.  L  94-385; 
Federal  Energy  Administration  Act  of  1974, 

15  U.S.C.  S  787  et  seq..  Pub.  L  93-275,  as 
amended.  Pub.  L  94-332,  Pub.  L.  94-385,  Pub. 
L.  95-70,  and  Pub.  L  95-91;  Energy  Policy  and 
Conservation  Act,  42  U.S.C  §  6201  et  seq.. 
Pub.  L.  94-163,  as  amended.  Pub.  L  94-385. 
and  Pub.  L.  95-70;  Department  of  Energy 
Organization  Act,  42  U.S.C.  §  7101  et  seq.. 

Pub.  L  95-91;  E.0. 11790,  39  FR  23185;  E.O. 
12009,  42  FR  46267.) 

In  consideration  of  the  foregoing, 

Parts  205,  211  and  212  of  Chapter  II,  title 
10  of  the  Code  of  Federal  Regulations, 
are  amended  as  set  forth  below, 
effective  January  1, 1980. 

Issued  in  Washington,  D.C.,  October  12, 
1979. 

David  J.  Bardin, 

Administrator,  Economic  Regulatory 
Administration. 

PART  205 — ADMINISTRATIVE 
PROCEDURES  AND  SANCTIONS 

1.  Section  205.13  is  amended  by 
revising  subparagraph  (3)  of  paragraph 
(a)  to  read  as  follows: 

§205.13  Where  to  file. 

(a)  Except  as  otherwise  specifically 
provided  in  other  subparts  of  this  part, 
all  documents  to  be  filed  with  the  ERA 
pursuant  to  this  part  shall  be  filed  with 
the  appropriate  ERA  Regional  Office 
(unless  otherwise  specified  in  Part  211  of 
this  Chapter),  except  that  all  documents 
shall  be  filed  with  the  ERA  National 
Office  that  relate  to: 
***** 

(3)  The  pricing  of  propane,  butane  and 
natural  gasoline  pursuant  to  Part  212  of 
this  chapter  and  the  allocation  of  butane 
and  natural  gasoline  pursuant  to  Part 
211  of  this  chapter. 


PART  211-MANDATORY  PETROLEUM 
ALLOCATION  REGULATIONS 

2.  The  Table  of  Contents  to  Part  211  is 
amended  by  revising  the  references  to 
Subparts  D  and  E  to  read  as  follows: 
***** 

Subpart  D— Natural  Gas  Liquids 
(NGLs)  • 

Sec. 

211.81  Scope. 

211.82  Definitions. 

211.83  Allocation  levels. 

211.84  Adjustments  and  assignments. 

211.85  Supplier/purchaser  relationships. 

211.86  Method  of  allocation. 


211.87  Special  limitations. 

211.88  Importers  of  allocated  natural  gas 
liquid  products. 

211.89  Procedures  and  reporting 
requirements. 

Subpart  E— [Deleted] 
***** 

3.  Section  211.10  is  amended  by 
revising  subparagraph  (1)  of  paragraph 
(b),  by  revising  subparagraph  (1)  of 
paragraph  (g),  by  adding  a  sentence  at 
the  end  of  subparagraph  (5)  of 
paragraph  (g)  and  by  revising 
subparagraph  (8)  of  paragraph  (g)  to 
read  as  follows: 

§  21 1.10  Supplier’s  method  of  allocation. 

***** 

(b)  Allocation  fraction.  *  *  * 

(1)  Allocable  supply.  Each  supplier’s 
allocable  supply  of  an  allocated  product 
for  a  period  which  corresponds  to  a 
base  period  shall  be  equal  to  its  total 
supply  for  that  period,  which  is  the  sum 
of  its  estimated  production,  including 
amounts  received  under  processing  and 
exchange  agreements,  imports  (except  to 
the  extent  imports  are  excluded 
pursuant  to  |  211.88),  purchases  and  any 
reduction  in  inventory  of  that  allocated 
product  made  pursuant  to  §  211.22 
except  as  otherwise  ordered  by  ERA; 
less  (i)  any  amounts  designated  as  a 
state  set-aside  for  a  prime  supplier 
pursuant  to  §  211.17,  (ii)  any  amounts  of 
allocation  requirements  supplied 
directly  to  end-users  or  wholesale 
purchaser-consumers  under  an 
allocation  level  not  subject  to  an 
allocation  fraction,  (iii)  any  amounts 
supplied  to  wholesale  purchaser- 
resellers  which  have  certified  these 
amounts  to  be  for  ultimate  use  under  an 
allocation  level  not  subject  to  an 
allocation  fraction,  and  (iv)  any  amounts 
supplied  to  customers  through  exchange 
agreements.  Any  existing  inventory, 
production,  importation  or  purchase  of 
an  allocated  product  used  to  increase 
that  inventory  consistent  with  the 
provisions  of  §  211.22  shall  not  be 
included  in  the  allocable  supply  of  that 
product. 

***** 

(g)  Allocation  fractions  greater  than 
one.  (1)  General.  In  allocating  allocable 
supplies  of  any  allocated  product  among 
wholesale  purchasers  and  end-users,  no 
supplier  may  use  an  allocation  fraction 
greater  than  one  (1.0)  except  as  provided 
herein.  Allocated  natural  gas  liquid 
products  imported  and  distributed  by 
suppliers  pursuant  to  §  211.88  shall  be 
subject  only  to  the  provisions  of  that 
section,  except  as  provided  therein. 
***** 

(5)  Distribution  of  surplus  product. 

*  *  *  With  respect  to  the  distribution  of 
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surplus  allocated  natural  gas  liquid 
products,  suppliers  which  distribute 
such  product  pursuant  to  this  paragraph, 
unless  otherwise  notified  by  ERA,  may 
distribute  such  product  upon  submission 
by  certified  mail  of  the  notification 
required  under  paragraph  (g)(3)  of  this 
section  without  waiting  ten  (10)  days  for 
an  ERA  notification. 

*  *  #  -  •  * 

(8)  Limitations  on  purchaser’s  rights. 
No  supplier  shall  supply  and  no  end- 
user  or  wholesale  purchaser-consumer 
shall  accept  quantities  of  an  allocated 
product  which  exceed  one  hundred  (100) 
percent  of  the  end-user’s  or  wholesale 
purchasef-consumer’s  current 
requirements,  except  as  provided  for 
purchasers  of  allocated  natural  gas 
liquid  products  in  §  211.87. 

*  *  *  *  * 

4.  Section  211.12  is  amended  in 
paragraph  (g)  by  revising  subparagraphs 
(g)(1)  and  (g)(2)  to  read  as  follows: 

§  21 1.12  Purchasers’  allocation 
entitlement. 

***** 

(g)  End-user  and  wholesale 
purchaser-consumer  importers.  (1) 
Except  with  respect  to  allocated  natural 
gas  liquid  products  as  provided  in 
§  211.88,  end-users  and  wholesale 
purchaser-consumers  which  import  an 
allocated  product  in  excess  of  volumes 
which  they  imported  in  the  base  period, 
and  end-users  and  wholesale  purchaser- 
consumers  which  have  not  previously 
imported  an  allocated  product  may 
import  that  product  for  their  own  use, 
provided  that  should  circumstances 
warrant,  ERA  may  order  suppliers  of  a 
firm  which  imports  or  purchases  an 
imported  allocated  product  to  limit  or 
terminate  the  allocation  entitlement  of 
such  firm  for  any  period  corresponding 
to  a  base  period  or  ERA  may  order  that 
imports  made  pursuant  to  this  paragraph 
(g)  be  allocated  to  other  end-users, 
wholesale  purchasers,  producers  or 
suppliers. 

(2)  End-users  and  wholesale 
purchaser-consumers  who  import 
allocated  products  are  required  to  report 
to  both  the  ERA  National  and 
appropriate  Regional  offices  pursuant  to 
§  211.225. 

5.  Section  211.13  is  amended  by 
revising  subparagraph  (1)  of  paragraph 
(a)  and  paragraph  (c)  to  read  as  follows: 

§  21 1.13  Adjustments  to  base  period 
volume. 

(a)  Scope.  (1)  The  adjustment 
procedures  under  this  section  are 
applicable  to  the  allocation  of  allocated 
natural  gas  liquid  products,  motor 
gasoline,  middle  distillate,  aviation  fuels 
(except  allocations  to  civil  air  carriers). 


and  residual  fuel  oil  (except  allocations 
to  utilities)  and  other  products  subject  to 
Subpart  K  of  this  part.  Except  as 
provided  in  §§  211.84,  211.85,  211.104 
and  211.105,  this  section  describes  the 
means  by  which  wholesale  purchasers 
and  end-users  may  receive  adjustments 
to  their  base  period  volumes.  All 
adjustments  made  pursuant  to  this 
section  are  subject  to  verification  by 
ERA  audit. 

*  *  *  •  *4 

(c)  Adjustments  to  a  wholesale 
purchaser-reseller’s  base  period  use  for 
new  and  increased  allocation 
entitlements  of  purchasers.  (1)  A 
wholesale  purchaser-reseller  shall  be 
entitled  to  receive  an  adjustment  to  its 
base  period  use  whenever  (i)  it  is 
notified  pursuant  to  $  205.38(d)  of  an 
assignment  to  supply  a  new  wholesale 
purchaser;  or  (ii)  it  is  notified  of  an 
adjustment  granted  pursuant  to 
§  211.12(h),  §  211.13(e),  5  211.84, 

§  211.85,  §  211.104,  §  211.105, 

§  211.125(b)  or  §  211.145(b)  to  the  base 
period  use  of  a  wholesale  purchaser 
entitled  to  receive  an  allocation  from 
that  wholesale  purchaser-reseller,  in  an 
amount  equal  to  the  increases  in  the 
allocation  entitlements  or  new 
allocation  entitlements  which  the 
wholesale  purchaser-reseller  is  to 
supply. 

(2)  A  wholesale  purchaser-reseller 
which  is  entitled  to  receive  an 
adjustment  to  its  base  period  use 
pursuant  to  paragraph  (c)(1)  of  this 
section  or  §  211.85  may  certify  to  and 
shall  receive  an  upward  or  downward 
adjustment  to  its  base  period  use  from 
its  supplier  or  suppliers  in  proportion  to 
that  part  of  its  base  period  use  received 
from  each  supplier. 

(3)  All  suppliers  which  receive  a 
certification  of  an  adjustment  to  base 
period  use  made  pursuant  to  this 
paragraph  or  §  211.85,  or  which  receive 
a  certification  from  any  other  supplier  of 
an  adjustment  to  base  period  use  under 
this  paragraph  or  §  211.85  which  has 
been  certified  to  that  other  supplier,  may 
in  turn  certify  to  their  suppliers  the 
amount  of  the  adjustment  and  shall 
receive  an  adjustment  in  proportion  to 
that  part  of  their  base  period  use 
received  from  each  supplier  to  cover  the 
certified  increases  granted  under  this 
paragraph  or  §  211.85,  or  the  decreases 
mandated  under  §  211.85. 

6.  Section  211.25  is  amended  by 
revising  paragraph  (c)  to  read  as 
follows: 

§211.25  Supplier  substitution. 
***** 

(c)  To  accommodate  seasonal  and 
other  fluctuations  in  both  supply  and 


demand,  such  as  requirements  for 
agricultural  production,  suppliers  and 
wholesale  purchasers  may  agree 
between  and  among  themselves  either 
to  borrow  on  future  allocations  or  to 
defer  current  allocations  or  both  on  a 
volume-for-volume  basis  within,  the  total 
allocations  for  one  calendar  year  as  long 
as  such  arrangements  do  not  result  in  an 
involuntary  reduction  in  allocations  to 
other  wholesale  purchasers.  With 
respect  to  allocated  natural  gas  liquid 
products,  such  transactions  are 
permitted  within  the  total  allocations  for 
any  agreed  upon  12  month  period. 

7.  Section  211.29  is  amended  by 
revising  paragraph  (e)  to  read  as 
follows: 

§  21 1.29  Synthetic  natural  gas  production. 
***** 

(e)  Special  limitations.  Unless 
directed  by  DOE  upon  application 
pursuant  to  Subpart  O’ of  Part  205  of  this 
chapter  or  waived  upon  its  own  motion, 
no  supplier  shall  supply  and  no 
wholesale  purchaser  or  end-user  shall 
accept  or  use  naphtha  for  synthetic 
natural  gas  feedstock  in  excess  of  the 
sum  of  one  hundred  percent  of  the  base 
period  uses  for  the  four  calendar 
quarters. 

***** 

8.  Section  211.51  is  amended  by 
deleting  the  definition  of  “modified 
allocation  level,”  and  by  inserting  in  the 
proper  alphabetical  order  the  following 
revised  definitions  of  “butane”  and 
“propane,”  and  the  new  definitions  of 
“allocated  natural  gas  liquid  products,” 
“gas  utility  use,"  “gas  transmission 
company  use,"  and  “synthetic  natural 
gas  enrichment  use”  to  read  as  follows: 

§211.51  General  definitions. 

“Allocated  natural  gas  liquid 
products”  means  (regardless  of  origin) 
commercial  propane,  propane  HD-5, 
commercial  butane,  normal  butane, 
isobutane,  commercial  B-P  mixture, 
commercial  grade  natural  gasoline  and, 
if  greater  than  10  percent  by  weight,  the 
propane,  butane,  or  natural  gasoline 
content  of  all  fractionated  mixtures  of 
natural  gas  liquids. 
*****  — - 

“Butane”  means  a  normally  gaseous 
paraffinic  compound  whose  chemical 
composition  is  predominantly  CtHu* 
including  normal  and  isobutanes  and 
mixtures  of  these  two  isomers,  and  all 
products  which  meet  Gas  Processors 
Association  (GPA)  specifications  for 
commercial  butane  as  revised  in  1977 
and  listed  in  GPA  Publication  2140(77), 
“GPA  LPG  Specifications  and  Test 
Methods.” 

***** 
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“Gas  transmission  company  use” 
means  usage,  by  firms  primarily  engaged 
in  the  pipeline  transmission  and  sale  of 
natural  gas  for  resale,  for  the  purpose  of 
supplementing,  replacing,  or  displacing 
pipeline  natural  gas,  other  than  by  the 
manufacture  of  synthetic  natural  gas. 
***** 

“Gas  utility  use”  means  usage,  by 
firms  primarily  engaged  in  the 
distribution  of  natural  gas  to  ultimate 
consumers,  for  the  purpose  of 
supplementing,  replacing,  or  displacing 
pipeline  natural  gas,  other  than  by  the 
manufacture  of  synthetic  natural  gas. 
***** 

“Propane”  means  a  normally  gaseous 
paraffinic  compound  whose  chemical 
composition  is  predominantly  G3Hg, 
including  all  products  which  meet  Gas 
Processors  Association  (GPA) 
specifications  for  commercial  propane 
and  propane  HD-5  as  revised  in  1977 
and  listed  in  GPA  Publication  2140(77), 
“GPA  LPG  Specifications  and  Test 
Methods." 

***** 

“Synthetic  natural  gas  enrichment 
use"  means  usage  by  a  synthetic  natural 
gas  producer  to  enrich  or  adjust  the  Btu  - 
value  of  synthetic  natural  gas  so  that  the 
resulting  mixture  will  approximate  the 
Btu  value,  flame  characteristics,  and 
other  physical  properties  of  the  pipeline 
natural  gas  with  which  it  is  to  be  mixed. 
***** 

9.  Subpart  D  of  Part  211  is  deleted  and 
replaced  with  a  new  Subpart  D  to  read 
as  follows: 

Subpart  D— Natural  Gas  Liquids 
(NGL’s) 

§211.81  Scope. 

(a)  This  subpart  applies  to  all 
suppliers,  including  producers,  and 
purchasers  of  allocated  natural  gas 
liquid  products,  derived  from  any 
source. 

(b) (1)  This  subpart  provides  for  the 
mandatory  allocation  as  separate 
products  with  separate  allocation 
entitlements  of  all  propane,  butane  and 
natural  gasoline.  If  greater  than  10 
percent  by  weight,  the  propane,  butane, 
and  natural  gasoline  content  of  all 
fractionated  NGL  mixtures  produced  in 
or  imported  into  the  United  States  will 
also  be  allocated  as  propane,  butane 
and  natural  gasoline,  respectively, 
except  for  the  propane  content  of  certain 
ethane-propane  mixtures  as  described  in 
subparagraph  (b)(2)  of  this  section. 
Excluded  are  (i)  unfractionated  NGL 
mixtures  (except  as  set  forth  in  §  211.88); 
(ii)  bottled  propane  or  butane;  (iii)  the 
propane  or  butane  content  of  refinery 
gas  used  for  refinery  fuel  purposes  and 


(iv)  the  propane  and  butane  content  of 
hydrocarbon  aerosol  propellants. 

(2)  This  subparagraph  applies  to  the 
propane  content  of  ethane-propane 
mixtures. 

(i)  At  a  fractionation  facility  which 
produced  ethane-propane  mixtures  prior 
to  January  1, 1979,  the  propane  portion 
of  such  mixtures  produced'subsequent 
to  January  1, 1979  which  is  less  than 
either  the  1978  average  propane  content 
of  E-P  mixtures  produced  at  that  facility 
or  thirty  percent  by  liquid  volume, 
whichever  is  smaller,  shall  be  allocated 
as  a  separate  allocated  natural  gas 
liquid  product. 

(ii)  At  a  fractionation  facility  which 
initially  produces  ethane-propane 
mixtures  subsequent  to  January  1, 1979, 
the  propane  portion  of  such  mixtures 
produced  at  that  facility  which  is  twenty 
percent  or  less  by  liquid  volume  shall  be 
allocated  as  a  separate  allocated  natural 
gas  liquid  product. 

(iii)  The  propane  portion  of  ethane- 
propane  mixtures  in  inventory  prior  to 
January  1, 1979  which  is  thirty  percent  or 
less  by  liquid  volume  shall  be  allocated 
as  a  separate  allocated  natural  gas 
liquid  product. 

(c)  This  subpart  provides  for  a  state 
set-aside  for  propane  only. 

§211.82  Definitions. 

For  purposes  of  this  subpart — "Base 
period”  means  each  calendar  quarter 
during  the  period  April  1, 1972,  through 
March  31, 1973,  which  corresponds  to 
the  present  calendar  quarter. 

"Bottled  propane  or  butane”  means 
propane  or  butane  or  mixtures  of 
propane  and  butane  bottled  in  cylinders 
with  a  capacity  of  one  hundred  (100) 
pounds  or  less,  provided  that  the 
cylinders  are  not  manifolded  at  the  time 
of  sale 

“Commercial  B-P  mixture"  means  any 
product  which  meets  Gas  Processors 
Association  (GPA)  specifications  for 
commercial  B-P  mixture  as  revised  in 
1977  and  listed  in  GPA  Publication  2140 
(77),  “GPA  LPG  Specifications  and  Test 
Methods.” 

“Commercial  butane"  means  all 
products  which  meet  GPA  specifications 
for  commercial  butane  as  revised  in  1977 
and  listed  in  GPA  Publication  2140  (77), 
"GPA  LPG  specifications  and  Test 
Methods." 

“Commercial  grade  natural  gasoline” 
means  any  product  which  meets  Gas 
Processors  Association  (GPA) 
specifications  for  any  of  the  twenty-four 
(24)  grades  of  natural  gasoline  as 
revised  in  1974  and  listed  in  GPA 
Publication  3132  (74),  "GPA  Natural 
Gasoline  Specifications  and  Test 
Methods.” 


“Commercial  propane"  means  all 
products  which  meet  Gas  Processors 
Association  (GPA)  specifications  for 
commercial  propane  as  revised  in  1977 
and  listed  in  GPA  Publication  2140  (77), 
"GPA  LPG  Specifications  and  Test 
Methods.” 

"Dispensing  station"  means  those 
retail  sales  outlets  which  sell  less  than 
15,000  gallons  per  year  and  sell  or  fill 
only  bottled  propane  or  butane. 

“Fractionated”  means  separated  into 
components  by  partial  or  complete 
fractional  distillation  of  natural  gas 
liquids  mixtures.  Once  having  been  so 
separated,  each  component  shall  be 
considered  fractionated  regardless  of 
subsequent  mixing  or  commingling. 

"Isobutane"  means  butane  which 
contains  95  percent  or  more  by  volume 
of  the  saturated  branch  chain 
hydrocarbon  isomer  known  as 
isobutane. 

“Merchant  storage  facility”  means 
any  facility  which  is  utilized  to  store 
allocated  natural  gas  liquid  products  for 
firms  other  than  the  owner  or  operator 
of  such  a  facility. 

“Normal  butane"  means  butane  which 
contains  95  percent  or  more  by  volume 
of  the  saturated  straight-chain 
hydrocarbon  isomer  known  as  normal 
butane. 

“Plant  protection  fuel”  means  the  use 
of  allocated  natural  gas  liquid  products 
in  the  minimum  volume  required  to 
prevent  physical  harm  to  the  plant 
facilities  or  danger  to  plant  personnel. 
This  includes  the  protection  of  such 
material  and  equipment  which  would 
otherwise  be  damaged,  but  does  not 
include  sufficient  quantities  of  allocated 
natural  gas  liquid  products  required  to 
maintain  plant  production.  Allocated 
natural  gas  liquid  products  may  not  be 
considered  plant  protection  fuel  if  an 
alternate  fuel  capability  is  in  place 
which  uses  an  available  fuel  other  than 
allocated  natural  gas  liquid  products  or 
natural  gas  and  can  be  operated  on  a 
continuing  basis. 

"Process  fuel"  means  allocated 
natural  gas  liquid  products  used  in 
applications  requiring  precise 
temperature  controls  or  precise  flame 
characteristics.  Allocated  natural  gas 
liquid  products  may  not  be  considered 
process  fuel  if  an  alternate  fuel  (other 
than  natural  gas)  is  available  and 
technically  feasible  for  substitution. 

"Producer”  means  a  firm  which  (1) 
produces  an  allocated  natural  gas  liquid 
product  in  a  refinery,  (2)  maintains  an 
ownership  interest  in  any  allocated 
natural  gas  liquid  product  when  such 
product  is  initially  extracted  from 
natural  gas  in  a  gas  processing  plant  or 
separated  from  an  unfractionated 
natural  gas  liquid  mixture  at  a 
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fractionating  facility  or  (3)  imported  into 
the  United  States  more  than  5,000,000 
gallons  of  allocated  natural  gas  liquid 
products  or  unfractionated  natural  gas 
liquid  mixtures  during  the  immediately 
preceding  four  calendar  quarters. 

‘‘Propane  HD-5”  means  all  products 
which  meet  Gas  Processors  Association 
(GPA)  specifications  for  propane  HD-5 
as  revised  in  1977  and  listed  in  GPA 
Publication  2140 (77).  “GPA  LPG 
Specifications  and  Test  Methods." 

§211.83  Allocation  levels. 

(a)  General.  The  allocation  levels  in 
this  paragraph  apply  only  to  allocations 
made  by  suppliers  or  producers  to 
wholesale  purchaser-consumers  and 
end-users.  Except  as  otherwise  provided 
in  this  subpart,  suppliers  shall  allocate 
to  all  purchasers  to  which  the  allocation 
levels  apply  in  accordance  with  the 
provisions  of  §  211.10.  End-users  and 
wholesale  purchaser-consumers  which 
are  entitled  to  purchase  allocated 
natural  gas  liquid  products  under  an 
allocation  level  not  subject  to  an 
allocation  fraction  shall  receive  first 
priority  and  be  supplied  sufficient 
amounts  to  meet  100  percent  of  their 
allocation  requirements.  End-users  and 
wholesale  purchaser-consumers  which 
are  entitled  to  purchase  allocated 
natural  gas  liquid  products  under  an 
allocation  level  subject  to  reduction  by 
application  of  an  allocation  fraction 
shall  receive  second  priority. 

(b)  Allocation  levels  not  subject  to  an 
allocation  fraction.  One  hundred  (100) 
percent  of  current  requirements  for  the 
following  uses: 

(1)  Agricultural  production; 

(2)  Department  of  Defense  use  as 
specified  in  §  211.26. 

(c)  Allocation  levels  subject  to  an 
allocation  fraction.  (1)  One  hundred 
(100)  percent  of  current  requirements  for 
the  following  uses: 

(i)  Emergency  services; 

(ii)  Energy  production  (excluding 
boiler  fuel  uses); 

(iii)  Sanitation  services; 

(iv)  Telecommunications  services; 

(v)  Passenger  transportation  services; 

(vi)  Transportation  of  crude  oil, 
natural  gas  liquids,  and  refined 
petroleum  products; 

(vii)  Medical  and  nursing  buildings; 

(viii)  Aviation  ground  support  vehicles 

and  equipment; 

(ix)  Start-up,  testing,  and  flame 
stability  of  electric  utility  plants; 

(x)  Residential  use,  except  that  an 
allocation  fraction  of  less  than  nine 
tenths  (.90)  may  not  be  applied  with 
respect  to  a  firm's  entitlement  to  product 
intended  for  residential  use;  a  supplier 
whose  allocation  fraction  is  less  than  .90 
shall  allocate  product  intended  for 


residential  use  as  if  the  allocation  level 
for  such  use  is  ninety  (90)  percent  of 
current  requirements,  not  subject  to  an 
allocation  fraction; 

(xi)  Plant  protection  fuel  use;  and 

(xii)  Petrochemical  feedstock  and 
process  fuel  use  of  allocated  natural  gas 
liquid  products  other  than  propane  and 
the  propane  content  of  fractionated 
natural  gas  liquid  mixtures; 

(xiii)  Gasoline  blending  and 
manufacturing  use  of  allocated  natural 
gas  liquid  products  other  than  propane. 

(2)  One  hundred  (100)  percent  of  base 
period  use  for 

(i)  Petrochemical  feedstock  and 
process  fuel  use  of  propane  (including 
the  propane  content  of  fractionated 
natural  gas  liquid  mixtures); 

(ii)  Synthetic  natural  gas  feedstock 
use; 

(iii)  Synthetic  natural  gas  enrichment 
use; 

(iv)  Other  industrial  use; 

(v)  Governmental  use; 

(vi)  Gas  utility  and  gas  transmission 
company  use;  the  base  period  use  for 
gas  utilities  and  gas  transmission 
companies  shall  mean  the  larger  of  that 
volume  of  an  allocated  natural  gas 
liquid  product  which  a  gas  utility  or  gas 
transmission  company  either  contracted 
for  (if  a  specific  maximum  volume  was 
designated)  or  purchased  for  delivery  in 
each  calendar  quarter  during  the  period 
April  1, 1972  through  March  31, 1973, 
regardless  whether  that  volume  was 
used  during  the  base  period; 

(vii)  Refinery  fuel  use; 

(viii)  Commercial  use; 

(ix)  Transportation  service  other  than 
passenger  transportation  service  or 
aviation  ground  support  vehicles,  for 
vehicles  equipped  to  use  allocated 
natural  gas  liquid  products  as  of 
December  27, 1973; 

(x)  Schools;  and 

(xi)  Boiler  fuel  use  for  energy 
production. 

§  21 1.84  Adjustments  and  assignments. 

(a)  Specified  industrial  use. 
Notwithstanding  the  provisions  of 
§  211.13(e),  a  wholesale  purchaser- 
consumer  may  apply  (1)  to  the  ERA 
National  Office  for  adjustments  to  its 
base  period  use,  in  accordance  with  the 
provisions  of  Subpart  B  of  Part  205  of 
this  chapter,  for  petrochemical  feedstock 
use  of  propane  (including  the  propane 
content  of  fractionated  natural  gas 
liquid  mixtures),  and  (2)  to  the 
appropriate  ERA  Regional  Office  for 
adjustments  to  base  period  use  of 
propane  for  process  fuel. 

(b)  Gas  utility  use,  gas  transmission 
company  use  and  gas  utilities  as  agents. 
(1)  Adjustments  and  assignments. 
Wholesale  purchaser-consumers  shall 


apply  to  the  ERA  National  Office  for  all 
assignments  of  a  base  period  use  of 
allocated  natural  gas  liquid  products  for 
gas  utility  or  gas  transmission  company 
use,  and,  notwithstanding  the  provisions 
of  §  211.13(e),  may  apply  to  the  ERA 
National  Office  for  an  adjustment  to 
base  period  use,  in  accordance  with 
Subparts  B  and  C,  respectively,  of  Part 
205  of  this  chapter. 

(2)  Waivers.  Applications  for  waivers 
of  the  limitations  on  gas  utility  use  or 
gas  transmission  company  use  of 
allocated  natural  gas  liquid  products  set 
forth  in  §  211.87(a)(3)  (when  such 
limitations  are  in  effect)  shall  be  filed 
with  the  ERA  National  Office  in 
accordance  with  the  provisons  of 
Subpart  G  of  Part  205  of  this  chapter. 

(3)  Gas  utilities  as  agents  for  end- 
users  or  wholesale  purchaser- 
consumers.  In  addition  to  acquiring 
product  under  their  own  allocation 
entitlement,  gas  utilities  may  act  as 
agents  in  acquiring  and  delivering 
allocated  natural  gas  liquid  products 
through  natural  gas  pipelines  to  end 
users  or  wholesale  purchaser-consumers 
separately  authorized  to  purchase  and 
use  such  products  pursuant  to  this  part. 
Unless  otherwise  authorized  by  ERA, 
such  actions  are  permitted  only  in  those 
cases  (i)  where  the  wholesale  purchaser- 
consumer  or  end  user  owns  the  product 
and  bears  the  entire  cost  of  its  storage, 
gasification,  and  transmission;  (ii)  where 
there  will  be  no  adverse  effects  on  the 
gas  utility’s  other  customers;  and  (iii) 
where  this  procedure  is  consistent  with 
all  applicable  Federal  and  State  laws, 
regulations,  and  orders.  Actions  taken 
by  gas  utilities  under  this  subparagraph 
(b)(3)  are  not  subject  to  the  volumetric 
limitations  contained  in  §  211.87(a)(3). 

§  21 1.8S  Supplier/purchaser  relationships. 

(a)  General.  Supplier/purchaser 
relationships  shall  be  as  set  forth  in 
§§  211.9-211.13  unless  otherwise 
specified  in  this  subpart. 

(b)  Changes  in  relationships.  (1) 
Notwithstanding  the  provisions  of 
subpart  A  of  this  part,  any  wholesale 
purchaser  of  any  allocated  natural  gas 
liquid  product  may  terminate  a  supplier/ 
purchaser  relationship  or  adjust 
downward  its  allocation  entitlement 
from  that  supplier  for  a  calendar  quarter 
by  providing  written  notice  to  its  base 
period  supplier  of  its  intent  to  do  so, 
provided  that  the  affected  supply 
obligation  will  be  assumed  by  another 
supplier  pursuant  to  subparagraph  (b)(2) 
of  this  section  or  the  purchaser  certifies 
that  such  volumes  are  no  longer  required 
from  any  supplier.  Wholesale 
purchasers  shall  specify  in  the  notice  the 
volume  of  the  supply  obligation  which 
shall  be  reduced  or  terminated,  and 
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shall  include  the  effective  date  of 
termination  or  downward  adjustment. 
Such  date  shall  correspond  to  the  first 
day  of  a  base  period.  Upon  receipt  of 
such  notification  a  supplier  shall 
subtract  the  volumes  so  terminated  or 
adjusted  downward  from  its  base  period 
supply  obligations,  and,  under  the 
procedures  set  forth  in  subparagraph 

(b)(3),  shall  not  include  such  volumes  in 
its  base  period  use  from  its  supplier, 
unless  (i)  by  the  exclusion  of  such 
volumes  its  base  period  use,  as  adjusted 
by  this  paragraph  (b),  would  fall  below 
its  original  unadjusted  base  period  use 
or  (ii)  it  has  historically  maintained  an 
allocation  fraction  of  one  (1.0)  or  less  by 
importing  a  volume  of  such  product 
equal  to  or  greater  than  the  sum  of  its 
base  period  obligations  terminated 
under  this  section. 

(2)  Any  supplier  of  allocated  natural  % 
gas  liquid  products  may  establish  a 
supplier/purchaser  relationship  with  a 
wholesale  purchaser  to  the  extent  such 
purchaser  has  terminated  a  supplier/ 
purchaser  relationship  or  has  adjusted 
downward  its  base  period  use  pursuant 
to  paragraph  (b)(1)  of  this  section, 
provided  that  (i)  the  supplier’s  net  new 
obligations  for  a  particular  calendar 
quarter  corresponding  to  a  base  period 
would  not,  if  applied  in  the  immediately 
preceding  corresponding  calendar 
quarter,  have  reduced  the  supplier’s 
allocation  fraction  below  one  (1.0),  and 
(ii)  the  supplier  can  demonstrate  that  its 
net  adjustments  to  its  base  period 
supply  obligations  for  any  particular 
calendar  quarter  for  which  supply 
obligations  will  be  assumed  are  not 
reasonably  estimated  to  reduce  its 
allocation  fraction  below  1.0  for  that 
quarter.  The  mere  ability  to  certify 
upward  such  adjustments  to  its  supplier 
will  not  be  sufficient  to  constitute  a 
demonstration  by  a  wholesale 
purchaser-reseller  that  its  allocation 
fraction  will  not  be  reduced  below  1.0. 
The  supplier  and  wholesale  purchaser 
must  notify  ERA  and  obtain  approval 
from  the  appropriate  ERA  Office  before 
a  new  supplier/purchaser  relationship 
and  base  period  use  can  be  established 
under  this  section. 

(3)  A  wholesale  purchaser-reseller, 
which  in  its  capacity  as  a  supplier 
establishes  new  supplier/purchaser 
relationships  under  subparagraph  (b)(2) 
of  this  section  that  increase  its  base 
period  supply  obligations,  or  which  has 
excluded  certain  volumes  from  its  base 
period  use  pursuant  to  subparagraph 
(b)(1)  of  this  section,  shall  receive  an 
upward  or  downward  adjustment 
respectively,  to  its  base  period  use  in  an 
amount  equal  to  the  net  change  to  its 
base  period  obligations,  except  that 


unless  ordered  by  ERA,  a  wholesale 
purchaser-reseller  may  receive  an 
upward  adjustment  pursuant  to  this 
subparagraph  only  with  the  consent  of 
its  supplier  whose  obligations  would 
thereby  be  increased.  Certifications  of 
such  adjustments  shall  be  made  in 
accordance  with  the  procedures  set 
forth  in  §  211.13(c)  (2)  and  (3). 

§  2 1 1 .86  Method  of  allocation. 

(a)  General.  Except  as  specifically 
otherwise  provided  in  this  subpart  and 
except  with  respect  to  the  allocation  of 
such  products  for  synthetic  natural  gas 
feedstock  use  as  provided  in  §  211.29, 
the  allocation  of  allocated  natural  gas 
liquid  products  shall  be  as  specified  in 
§  211.10.  Adjustments  to  a  wholesale 
purchaser’s  base  period  volume 
specified  in  §§  211.13,  211.84  and  211.85 
shall  apply  to  this  subpart.  New 
wholesale  purchasers  and  end-users  are 
subject  to  the  requirements  of  §  211.12. 
Notwithstanding  the  provisions  of 

§  211.12(c),  each  supplier  or  producer 
which  sells  allocated  natural  gas  liquid 
products  to  a  wholesale  purchaser- 
consumer,  end-user,  or  dispensing 
station  shall  determine  the  base  period 
volume  of  those  purchasers  but  is  not 
required  to  report  that  determination  to 
such  purchasers  except  on  written 
request  by  a  purchaser. 

(b)  State  set-aside.  The  initial  state 
set-aside  level  for  propane  is  three  (3) 
percent  of  a  prime  supplier’s  estimated 
portion  of  its  total  supply  for  that  month 
which  will  be  sold  into  the  State’s 
distribution  system  for  consumption 
within  the  State.  Section  211.17  shall 
control  the  distribution  of  propane  from 
the  State  set-aside. 

(c)  Dispensing  stations. 
Notwithstanding  the  provisions  of 

§  211.10,  dispensing  stations  which  sell 
or  fill  only  bottled  propane  or  butane  to 
end-users  shall  be  entitled  to  receive  a 
volume  of  propane  or  butane  equal  to 
one  hundred  (100)  percent  of  the  volume 
necessary  to  supply  the  current 
requirements  of  all  end-users  purchasing 
from  them,  without  being  subject  to  an 
allocation  fraction. 

(d)  Producers.  Producers  shall  allocate 
their  total  supply  in  accordance  with 

§  211.10  except  as  otherwise  provided  in 
this  subpart.  If  a  producer  is  the  base 
period  supplier  to  wholesale  purchaser- 
resellers  which  have  certified  amounts 
of  propane  to  be  for  ultimate  use  under 
an  allocation  level  of  one  hundred  (100) 
percent  of  current  requirements  whether 
or  not  subject  to  an  allocation  fraction, 
that  producer  may  not  recertify  such 
amounts  to  any  other  producer  which 
may  be  its  base  period  supplier. 

(e)  Inventory  accumulation.  (1)  Except 
as  otherwise  provided  in  this  paragraph 


(e),  producers,  suppliers,  wholesale 
purchasers  and  end-users  may 
accumulate  allocated  natural  gas  liquid 
products  in  inventory  in  quantities 
which  are  normal  and  reasonable  for 
seasonal  usage  in  accordance  with  their 
normal  business  practices.  The  propane 
content  of  those  ethane-propane 
mixtures  separately  allocated  under 
§  211.81(b)(2)  are  not  subject  to  the 
inventory  restrictions  contained  in 
subparagraphs  (e)(2),  (e)(3),  and  (e)(4). 
(See  paragraph  (e)(5)  for  a  waiver  of  the 
limitations  imposed  by  subparagraphs 
(e)(2)  and  (e)(3).) 

(2)  Unless  authorized  by  the  ERA,  no 
end-user  or  wholesale  purchaser- 
consumer  shall  accumulate  in  inventory 
allocated  natural  gas  liquid  products 
produced  in  the  United  States  for  gas 
utility  use,  gas  transmission  company 
use  or  synthetic  natural  gas  feedstock  or 
enrichment  use  in  excess  of  one  hundred 
(100)  percent  of  the  sum  of  their  base 
period  uses  for  the  four  base  period 
quarters  plus  the  amount  held  in 
inventory  for  such  uses  on  April  1, 1972. 

(3)  Unless  authorized  by  the  ERA,  no 
end  user  or  wholesale  purchaser- 
consumer  shall  accumulate  in  inventory 
propane  (including  the  propane  content 
of  fractionated  natural  gas  liquid 
mixtures)  produced  in  the  United  States 
for  industrial  use  (for  other  than  process 
fuel  use  or  plant  protection  fuel  use)  in 
excess  of  one  hundred  (100)  percent  of 
the  sum  total  of  such  base  period  use  for 
the  four  base  period  quarters. 

(4)  If  a  firm  controls  greater  than  the 
above  mentioned  inventories  of 
allocated  natural  gas  liquid  products,  it 
shall  not  acquire  or  accept  an  allocation 
of  such  products  from  a  supplier  or 
producer  until  its  inventories  are 
reduced  to  conform  to  the  limitations 
imposed  by  this  subsection  (e). 

(5)  The  ERA  Administrator  waives  the 
limitations  of  subparagraphs  (e)(2)  and 
(e)(3)  until  such  time  as  the 
Administrator  terminates  such  waiver 
by  notice  published  in  the  Federal 
Register. 

(f)  Separate  facilities. 

Notwithstanding  the  provisions  of 
§  211.11(b),  in  considering  applications 
for  adjustments  to  or  assignments  of 
base  period  use  of  an  allocated  natural 
gas  liquid  product  filed  pursuant  to 
§S  211.12(h)  or  211.84,  DOE  may 
consider  the  requirements  for  a 
particular  facility  separate  from  the 
remainder  of  the  firm,  and  may 
designate  the  facility  for  which  such 
assignments  or  adjustments  may  be 
made. 

§  2 1 1 .87  Special  limitations. 

(a)  Unless  otherwise  authorized  by 
the  DOE  upon  application  pursuant  to 
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subpart  G  of  Part  205  of  this  chapter  or 
waived  upon  its  own  motion,  the 
following  limitations  shall  apply  to  the 
acquisition  and  use  of  allocated  natural 
gas  liquid  products  produced  in  the 
United  States  (other  than  the  propane 
content  of  those  ethane-propane 
mixtures  separately  allocated  under 
§  211.81(b)(2))  during  each  twelve  month 
period  commencing  October  1  and 
ending  September  30  of  the  following 
year: 

(1)  Industrial  use.  For  all  industrial 
use  (including  petrochemical  feedstock 
use  and  gasoline  blending  and 
manufacturing  use),  except  for  process 
fuel  use,  plant  protection  fuel  use  and 
industrial  uses  accorded  allocation 
levels  of  100  percent  of  current 
requirements  (and  refinery  fuel  use 
separately  provided  for  in  subparagraph 

(2)  of  this  paragraph  (a)),  no  supplier 
shall  supply  and  no  end-user  or 
wholesale  purchaser-consumer  shall 
accept  or  use  quantities  of  propane 
(including  the  propane  content  of 
fractionated  natural  gas  liquids  and 
refinery  gas)  and  unfractionated  natural 
gas  liquid  mixtures  in  excess  of  one 
hundred  (100)  percent  of  the  sum  of  the 
base  period  use  for  the  four  base  period 
quarters,  except  for  the  purpose  of 
increasing  inventories  for  such 
industrial  uses  to  the  levels  allowed 
under  §  211.86(e). 

(2)  Refinery  fuel  use.  For  refinery  fuel 
use,  no  supplier  shall  supply  and  no  end- 
user  or  wholesale  purchaser-consumer 
shall  accept  or  use  quantities  of 
allocated  natural  gas  liquid  products 
(excluding  the  propane  and  butane 
content  of  refinery  gas)  in  excess  of  one 
hundred  (100)  percent  of  the  sum  of  the 
base  period  use  for  the  four  base  period 
quarters  except  for  the  purpose  of 
increasing  inventories  for  such  refinery 
fuel  use  to  the  levels  allowed  under 

§  211.86(e). 

(3)  Gas  utility  and  gas  transmission 
company  use.  For  gas  utility  use  or  gas 
transmission  company  use,  no  supplier 
shall  supply  and  no  end-user  or 
wholesale  purchaser-consumer  shall 
accept  or  use  quantities  of  allocated 
natural  gas  liquid  products  (including 
the  propane  and  butane  content  of 
refinery  gas)  in  excess  of  one  hundred 
(100)  percent  of  the  sum  of  the  base 
period  use  for  the  four  base  period 
quarters  plus  the  amount  in  inventory  on 
April  1, 1972,  except  for  the  purpose  of  . 
increasing  inventories  for  such  use  to 
the  levels  allowed  under  S  211.86(e). 

(4)  Synthetic  natural  gas  use.  For 
synthetic  natural  gas  feedstock  use  or 
synthetic  natural  gas  enrichment  use,  no 
supplier  shall  supply  and  no  end-user  or 
wholesale  purchaser-consumer  shall 
accept  or  use  quantities  of  allocated 


natural  gas  liquid  products  (including 
the  propane  and  butane  content  of 
refinery  gas)  or  unfractionated  natural 
gas  liquid  mixtures  in  excess  of  one 
hundred  (100)  percent  of  the  sum  of  the 
base  period  uses  for  the  four  calendar 
quarters,  except  for  the  purpose  of 
increasing  inventories  for  such  uses  to 
the  levels  allowed  under  $  211.86(e). 

(b)  Pursuant  to  paragraph  (a)  of  this 
section, the  ERA  Administrator  waives 
the  limitations  contained  in 
subparagraph  (1)  through  (4)  of 
paragraph  (a)  until  such  time  as  the 
Administrator  terminates  such  waiver 
by  notice  published  in  the  Federal 
Register. 

§  2 1 1 .88  Importers  of  allocated  natural 
gas  liquid  products. 

(a)  General.  This  section  shall  apply 
to  all  imports  of  allocated  natural  gas 
liquid  products  by  end-users,  wholesale 
purchaser-consumers,  or  by  suppliers  of 
such  products.  For  purposes  of  this 
section,  “incrementally  priced  uses” 
means  industrial  use  (including 
petrochemical  feedstock  and  reGnery 
fuel),  gas  utility  use,  gas  transmission 
company  use  or  synthetic  natural  gas 
feedstock  or  enrichment  use  in  excess  of 
the  intended  users'  allocation  level  and. 
pursuant  to  subparagraph  (c)(2)(H)  of 
this  section,  those  other  specified  uses 
for  which  separate  inventory  records  are 
required. 

(b)  End-user  and  wholesale 
purchaser-consumer  importers  of 
allocated  natural  gas  liquid  products. — 

(1)  Applicability.  Except  as  specified  in 
subparagraphs  (2)  and  (3)  of  this 
paragraph  (b),  the  provisions  of 

§  211.12(g)  shall  be  applicable  to  all  end- 
users  and  wholesale  purchaser- 
consumers  of  imported  allocated  natural 
gas  liquid  products.  Such  users  shall  be 
subject  to  the  provisions  of  paragraph 
(c)  of  this  section  in  acquiring  imports  of 
such  products  from  domestic  suppliers. 

(2)  Acquisition  of  imports  of  allocated 
natural  gas  liquid  products  will  not 
affect  a  firm's  allocation  entitlements 
unless  ERA  determines  that  such 
imports  are  inconsistent  with  the 
objectives  of  the  Emergency  Petroleum 
Allocation  Act  of  1973  and  pursuant  to 

§  211.12(g)(1)  orders  a  firm's  supplier  to 
limit  or  terminate  the  firm’s  allocation 
entitlement. 

(3)  End-users  and  wholesale 
purchaser-consumers  importing 
allocated  natural  gas  liquid  products 
pursuant  to  the  provisions  of  this 
paragraph  (b)  shall  not  be  considered  by 
reason  therof  to  be  prime  suppliers  or 
producers  of  allocated  natural  gas  liquid 
products. 

(c)  Supplier  importers  of  allocated 
natural  gas  liquid  products.— [  1) 


606 


General.  Suppliers  may  acquire 
imported  allocated  natural  gas  liquid 
products  for  distribution  to  end-users 
and  wholesale  purchasers  only  in 
accordance  with  this  paragraph  (c). 
Should  circumstances  warrant,  ERA 
may  require  that  imported  allocated 
natural  gas  liquid  products  obtained  by 
a  firm  pursuant  to  this  paragraph  (c)  be 
allocated  to  other  wholesale  purchasers, 
end  users,  producers  or  suppliers,  in 
accordance  with  the  provisions  of 
§  211.14. 

(2)  Suppliers  with  allocation  fractions 
less  than  1.0. — (i)  Any  supplier  of 
allocated  natural  gas  liquid  products 
which  has  an  allocation  fraction  less 
than  one  (1.0)  for  a  calendar  quarter 
corresponding  to  a  base  period  may 
import  (or  acquire  from  suppliers  which 
have  so  imported)  such  products  for  the 
purpose  of  achieving  an  allocation 
fraction  of  1.0  during  The  calendar 
quarter.  Imports  used  to  achieve  an 
allocation  fraction  of  1.0  shall  be 
allocated  in  accordance  with  the 
provisions  of  9  211.10. 

(ii)  ERA  may  by  order  require 
separate  inventory  records  to  be 
maintained  and  separate  cost 
calculations  for  imports  (or  domestic 
product  exchanged  for  imports)  sold  for 
industrial  use  (including  petrochemical 
feedstock  use  and  reGnery  fuel  use),  gas 
utility,  gas  transmission  company  or 
synthetic  natural  gas  feedstock  or 
enrichment  use  to  new  wholesale 
purchaser-consumers  which  establish  a 
base  period  use  or  to  existing  wholesale 
purchaser-consumers  with  respect  to 
upward  adjustments  to  their  base  period 
use  received  after  September  1, 1979. 

(3)  Suppliers  with  allocation  fractions 
of  1.0  or  greater. — (i)  Allocation  rule. 
Any  supplier  of  allocated  natural  gas 
liquid  products  which  has  achieved  an 
allocation  fraction  of  1.0  or  greater  for  a 
calendar  quarter  may  import  (or  acquire 
from  suppliers  which  have  so  imported) 
such  products  to  increase  further  its 
allocation  fraction  above  1.0  and  shall 
distribute  such  imports  in  accordance 
with  the  provisions  of  §  211.10,  except 
that  distribution  of  imports  (and 
domestic  product  exchanged  for 
imports)  to  wholesale  purchasers  for 
incrementally  priced  uses  shall  be  in 
accordance  with  subparagraph  (c)(3)(H) 
of  this  section. 

(ii)  Incrementally  priced  uses. — (A) 
General  authorization.  Suppliers  with 
an  allocation  fraction  equal  to  or  greater 
than  1.0  may  import  (or  acquire  from 
suppliers  which  have  so  imported) 
allocated  natural  gas  liquid  products  for 
distribution  to  wholesale  purchaser- 
consumers  which  certify  in  writing  that 
they  will  use  such  imported  products  for 
incrementally  priced  uses  or  for 
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distribution  to  any  wholesale  purchaser- 
reseller  which  certifies  it  will  distribute 
such  products  for  such  uses  under  this 
subparagraph  (c)(3)(ii). 

(B)  Certification.  All  wholesale 
purchaser-consumers  which  purchase 
imported  allocated  natural  gas  liquid 
products  (or  purchase  domestically 
produced  product  exchanged  for 
imported  product)  for  incrementally 
priced  uses  and  all  wholesale  purchaser- 
resellers  which  purchase  such  products 
for  distribution  for  such  users  shall 
certify  in  writing  to  the  suppliers  of  such 
products  the  intended  end  use  of  such 
products. 

(C)  Separate  inventory  records.  A 
supplier  which  has  allocated  natural  gas 
liquid  products  to  be  distributed  under  a 
certification  received  pursuant  to  this 
subparagraph  shall  maintain  inventory 
records  for  such  allocated  natural  gas 
liquid  products  separate  from  its 
inventory  records  for  allocated  natural 
gas  liquid  products  distributed  under  the 
provisions  of  §  211.10.  In  the  event  no 
certification  is  received  by  a  supplier 
pursuant  to  this  subparagraph  (cj(3)(ii), 

a  supplier  whose  allocation  fraction  is 
equal  to  or  greater  than  1.0  remains 
obligated  to  determine  to  the  maximum 
extent  practicable  whether  its  imported 
allocated  natural  gas  liquid  products  (or 
domestic  product  exchanged  for 
imports)  are  to  be  distributed  for 
incrementally  priced  uses.  If  the  supplier 
determines  that  such  products  are  to  be 
so  distributed,  the  supplier  shall 
maintain  separate  inventory  records  as 
if  it  had  received  a  certification. 

(d)  Importers  of  unfractionated 
natural  gas  liquid  mixtures.  Any  firm 
which  imports  unfractionated  natural 
gas  liquid  mixtures  (1)  for  any  portion  of 
which,  after  fractionation,  separate 
inventory  records  will  be  required  to  be 
maintained  under  §  211.88(c)  above,  or 
(2),  if  not  to  be  fractionated,  will  be 
distributed  for  incrementally  priced 
uses,  shall  maintain  separate  inventory 
records  for  such  mixtures  or  portions 
thereof. 

§211.89  Procedures  and  reporting 
requirements. 

(a)  All  owners  of  storage  facilities  (or 
operators  thereof)  which  store  allocated 
natural  gas  liquid  products  shall  report 
to  the  DOE  National  Office  on  any 
applicable  DOE  or  ERA  form  in 
accordance  with  the  instructions 
accompanying  such  form  or  forms.  All 
owners  of  allocated  natural  gas  liquid 
products  in  a  merchant  storage  facility 
shall,  in  accordance  with  the 
instructions  thereto,  file  the  applicable 
DOE  form  with  the  operator  of  a 
merchant  storage  facility.  These  reports 
shall  be  kept  on  file  by  the  merchant 


storage  facility  operator,  and  are  subject 
to  DOE  audit. 

(b)  Except  as  provided  in  §  211.84,  all 
applications  for  assignment  of  a  base 
period  use  of  propane  shall  be  filed  with 
the  appropriate  ERA  Regional  Office  in 
accordance  with  the  procedures 
specified  in  Subparts  B  and  C, 
respectively,  of  Part  205  of  this  chapter 
and  for  butane  or  natural  gasoline  with 
the  ERA  National  Office. 

(c)  The  general  reporting  and 
recordkeeping  requirements  contained 
in  Subpart  L  of  this  part  apply  to  this 
subpart  except  that  the  requirements  of 
§  211.224  shall  not  apply  and  the 
information  required  to  be  kept  on  DOE 
forms  in  §  211.223  may  be  kept  by 
suppliers  or  producers  in  accordance 
with  that  firm’s  customary 
recordkeeping  practices. 

(d)  An  application  for  an  assignment 
of  propane  from  the  state  set-aside 
system,  as  provided  in  §  211.17,  based 
on  hardship  or  emergency  requirements 
is  to  be  filed  with  the  appropriate  State 
Office  in  accordance  with  the 
procedures  stated  in  Subpart  Q  of  Part 
205  of  this  chapter. 

(e)  Producers  and  specified  wholesale 
purchaser-resellers  of  allocated  natural 
gas  liquid  products  shall  report  to  DOE 
in  accordance  with  the  instructions 
accompanying  any  applicable  DOE 
forms. 

Subpart  E  [Deleted] 

10.  Subpart  E  of  Part  211  is  deleted  in 
its  entirety. 

11.  Subparagraph  (2)  of  paragraph  (h) 
of  §  212.83  is  amended  by  revising 
subparagraph  (2)(iii)  to  read  as  follows: 

§212.83  Price  Rule. 
***** 

(h)  Equal  application  among  classes 
of  purchaser.  *  *  * 

(2)  Special  Rules.  *  *  * 

(iii)  Certain  imports  of  propane, 
butane,  natural  gasoline  and  natural  gas 
liquids  maintained  in  a  separate 
inventory.  Notwithstanding  the 
provisions  of  paragraph  (1)  above  with 
respect  to  equal  application  of  costs,  a 
refiner  shall  apply  amounts  of  increased 
costs  unequally  to  the  weighted  average 
May  15, 1973  selling  prices  of  any 
imported  propane,  butane,  natural 
gasoline  or  natural  gas  liquids  (or 
domestically  produced  propane,  butane, 
natural  gasoline  or  natural  gas  liquids 
exchanged  for  imported  propane, 
butane,  natural  gasoline  or  natural  gas 
liquids),  if  separate  inventory  records 
for  such  products  are  maintained 
pursuant  to  §  211.88(c)  and  provided 
that  the  increased  costs  for  such 
products  are  computed  pursuant  to  the 


following  formula  and  further  provided 
that  the  increased  costs  so  computed  are 
subtracted  from  the  amount  computed  in 
§  212.83(c)(2)(iii)(D)  for  Bt  when 
i  =  4: 1,"  =  B, 

Where:  Iu  =  The  total  dollar  amount 
that  may  be  applied  in  the  period  "u” 
(the  current  month)  to  the  May  15, 1973 
selling  prices  of  products  “i”  to  compute 
maximum  allowable  prices  for  these 
products. 

B  =  The  “B"  factor  as  defined  in 
§  21 2.83(c)(2)( iii )(D). 

i  =  propane,  butane,  natural  gasoline 
or  natural  gas  liquids  maintained  in  a 
separate  inventory  pursuant  to 
§  211.88(c)  of  part  211  of  this  chapter. 

Increased  costs  so  calculated  shall  not 
be  available  for  recovery  in  the  prices  of 
other  natural  gas  liquids  or  other 
propane,  butane  or  natural  gasoline. 
***** 

12.  Paragraph  (f)  of  Section  212.93  is 
amended  by  changing  its  title  and 
revising  subparagraph  (2)  to  read  as 
follows: 

§  212.93  Price  rule. 
***** 

(f)  Special  rules  for  natural  gas  liquid 
products.  *  *  * 

(2)  Separate  cost  of  product  in 
inventory  for  certain  imported  propane, 
butane,  natural  gasoline  or  natural  gas 
liquids.  Any  seller  of  imported  propane, 
butane,  natural  gasoline  or  natural  gas 
liquids  (or  domestically  produced 
propane,  butane,  natural  gasoline  or 
natural  gas  liquids  exchanged  for 
imported  propane,  butane,  natural 
gasoline  or  natural  gas  liquids)  shall 
determine  the  price  permitted  to  be 
charged  for  such  products  pursuant  to 
paragraph  (a)  of  this  section  by 
calculating  increased  product  costs  as 
follows: 

(i)  With  respect  to  such  propane, 
butane,  natural  gasoline  and  natural  gas 
liquids  for  which  separate  inventory 
records  are  required  to  be  maintained 
pursuant  to  §  211.88(c),  for  each  such 
separate  inventory  the  seller  shall  make 
a  separate  calculation  of  increased 
product  costs  as  defined  in  §  212.92  to 
be  used  in  determining  its  selling  price 
for  such  products  pursuant  to 
paragraphs  (a)  and  (b)  of  this  section, 
with  the  selling  prices  for  propane 
included  in  such  products  not,  however, 
subject  to  paragraph  (f)(1)  of  this 
section.  Increased  costs  so  calculated 
shall  not  be  available  for  recovery  in  the 
prices  of  other  natural  gas  liquids  or 
other  propane,  butane  or  natural 
gasoline. 

(ii)  With  respect  to  any  quantity  of 
propane,  butane,  natural  gasoline  and 
natural  gas  liquids  for  which  a  separate 
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inventory  record  is  not  required  to  be 
maintained  pursuant  to  §  211.88(c),  the 
seller  shall  add  the  cost  of  such 
quantities  to  the  cost  of  all  other 
quantities  of  the  same  product  for  which 
separate  inventory  records  are  not 
maintained  pursuant  to  §  211.88(c)  or 
pursuant  to  §  212.92,  in  making  a 
separate  calculation  of  increased 
product  to  §  212.92,  in  making  a  separate 
calculation  of  increased  product  costs  as 
defined  in  §  212.92  to  be  used  in 
determining  its  selling  price  for  all  sales 
of  products  other  than  those  maintained 
in  a  separate  inventory  pursuant  to 
§  211.88(c),  subject  to  all  other 
provisions  of  this  section,  including 
paragraph  (f)(1). 

***** 

13.  A  new  paragraph  (e)  is  added  to 
§  212.167,  to  read  as  follows: 

§  2 1 2. 1 67  Allocation  of  increased  product 
costs. 

*  *  *  *  *  * 

(e)  Separate  aggregation  and 
allocation  of  increased  costs  of  certain 
imported  natural  gas  liquids  and  certain 
imported  propane,  butane  or  natural 
gasoline.  Anything  in  this  subpart  to  the 
contrary  notwithstanding,  if  purchased 
natural  gas  liquids,  or  purchased 
propane,  butane  or  natural  gasoline  are 
or  have  been  imported  (or  are 
exchanged  for  imports  of  such  products) 
and  for  which  separate  inventory 
records  are  required  to  be  maintained 
under  §  211.88(c),  increased  costs  of 
such  purchased  natural  gas  liquids  or 
such  purchased  propane,  butane  or 
natural  gasoline  shall  be  separately 
calculated  for  each  such  separate 
inventory  and  shall  be  allocated  to  the 
natural  gas  liquids  or  the  propane, 
butane  or  natural  gasoline  in  such 
inventory.  Increased  costs  so  calculated 
shall  not  be  available  for  recovery  in  the 
prices  of  other  natural  gas  liquids  or 
other  propane,  butane  or  natural 
gasoline. 

[FR  Doc.  79-32234  Filed  10-18-79;  8:45  am) 
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